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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14325/Dec. 30, 1977 


Off-Board Agency Trading Restrictions 
AGENCY: Securities and Exchange Commission. 
ACTION: Final rule. 


SUMMARY: The rule amendment expands the scope of 
off-board agency restrictions which an exchange is 
prohibited from imposing on its members, the effect of 
which is to eliminate all such restrictions except those 
relating to ‘‘in-house’’ agency cross transactions. 


EFFECTIVE DATE: March 1, 1978. 


FOR FURTHER INFORMATION CONTACT: John 
Osborn, Division of Market Regulation, Room 392, 
Securities and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549 (202-755-8961). 


SUPPLEMENTARY INFORMATION: 


The Commission has announced the adoption, effective 
March 1, 1978, of an amendment to Rule 19c-1 [17 CFR 
§240.19c-1] under the Securities Exchange Act of 1934 
(‘‘Act’’) [15 U.S.C. 78a et seq., as amended by Pub. L. 
No. 94-29 (June 4, 1975)], which expands the scope of 
the existing rule to require that a member of a national 
securities exchange (‘‘exchange’’) be permitted to effect 
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over-the-counter agency transactions in securities listed 
or admitted to unlisted trading privileges on an 
exchange (‘‘listed equity securities’’) with any other 
person not also represented as agent by that member 
(i.e., precluding only ‘‘in-house’’ agency cross 
transactions). Rule 19c-1, adopted by the Commission in 
December 1975,' amended exchange rules which 
theretofore prevented exchange members from 
effecting over-the-counter transactions in listed equity 
securities as agent with third market makers and 
non-member block positioners.2 The Commission 
determined in the December Release that remaining 
exchange rules which preclude members from effecting 
over-the-counter transactions in listed equity securities 
as agent ‘‘in-house’’ or otherwise (‘‘remaining off-board 
agency restrictions’), or as principal (‘‘off-board 
principal restrictions’’), have anti-competitive effects, 
effects the Commission believed were significant in the 
case of off-board principal restrictions. Nevertheless, 
the Commission determined at that time to allow those 
restrictions to remain in effect pending further review 
and receipt of the views of the National Market Advisory 
Board. 


On June 23, 1977, the Commission issued a release® 
announcing a proceeding pursuant to Section 19(c) of the 
Act to consider various rule proposals, including the 
amendment to Rule 19c-1.4 The Commission stated that 





"Securities Exchange Act Release No. 11942 
(December 19, 1975), 41 FR 4507 (‘‘December 
Release’’). 


2Since March 31, 1976, the effective date of Rule 
19c-1, exchange members have been permitted to 
effect over-the-counter transactions as agent in listed 
equity securities. Until January 2, 1977, however, the 
Rule permitted each exchange to continue to require 
its members to satisfy public limit orders on that 
exchange, at prices equal or superior to the over-the- 
counter transaction price, as a condition to effecting 
any such transactions. 


3Securities Exchange Act Release No. 13662 (June 23, 
1977), 42 FR 33510 (‘‘June Release’’). 


4In the June Release, supra note 3, the Commission 
also published for comment proposed Rule 19c-2 under 
the Act, which would remove exchange restrictions on 
‘*in-house’’ agency cross and offboard principal 
transactions, and a series of rules (Rules 15c5-1[A], 
15c5-1[B], 15c5-1[C] and 15c5-1[D] under the Act), 
which were designed to prevent the overreaching of 
non-professional customers which might occur in 
certain over-the-counter transactions if proposed Rule 
19c-2 were adopted. 
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its analysis in the December Release of the burdens on 
competition represented by off-board agency restric- 
tions, as they existed prior to adoption of Rule 719c-1, 
focused primarily on two particular effects of those 
restrictions: (i) the boycott of third market makers (who 
thus were deprived of an opportunity to compete for 
agency orders handled by exchange members); and (ii) 
the impediment represented by those restrictions to the 
exercise of brokerage judgment in seeking favorable 
execution opportunities for customers. Rule 19c-1 
effectively eliminated the third market maker boycott, at 
least to the extent that that boycott was the result of 
off-board agency restrictions theretofore imposed by 
exchange rules. While existing Rule 19c-1 does permit 
brokers greater jatitude in exercising judgment as to 
how best to serve agency customers than previously 
existed,> their exercise of such judgment is still 
encumbered to some degree by remaining off-board 
agency restrictions. For example, non-members other 
than third market makers and non-member block 
positioners, such as third market brokers, still are 
precluded from effecting transactions in listed equity 
securities for exchange members seeking the most 
favorable execution of customer orders for listed equity 
securities.© The Commission announced in the June 
Release that, in connection with the off-board trading 
proceeding, it would conduct public hearings in August 
1977 (‘‘August Hearings’’) concerning the rule 
proposals contained therein and solicited comment on 
those rule proposals and associated issues. 


The proposed amendment to Rule 19c-1 drew limited 
comment during the August Hearings and the formal 
comment period. Of those specifically commenting on 
the amendment, Institutional Networks Corporation 
(‘‘Instinet’’) urged that the amendment be promptly 
adopted and stated that for the Commission to delay 
action on the amendment until it had concluded its 
consideration of all issues raised in the June Release 
would be ‘‘to continue the inequitable boycott of 





*Rule 19c-1, which removed most exchange restric- 
tions on the ability of members to effect over-the- 
counter agency trades, appears to have had virtually 
no impact to date on historical patterns of market 
selection by exchange members acting as brokers. See 
June Release, supra note 3. 


®See letter from Jerome M. Pustiinik, President, 
Institutional Networks Corporation, to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, February 11, 1977 (File No. 4-180). 





Instinet’s marketplace,’’ which Instinet did not believe 


p> was intended by the Commission.’ The New York Stock 


Exchange, Inc. (‘‘NYSE’’) stated that it did not object to 
the amendment and that it did not believe that adoption 
of the amendment ‘‘would have a significant adverse 
impact upon the auction market as it exists today.’’® 


In light of such comments and its own further study of 
the issues associated with the amendment, the 
Commission has concluded that the remaining off-board 
agency restrictions which would be removed by the 
amendment (i.e., all such restrictions other than those 
on ‘‘in-house’’ agency cross transactions’) representa 
continuing burden on competition which is neither 
necessary nor appropriate in furtherance of the purposes 
of the Act. Moreover, removal of those remaining 
restrictions should further the purposes of the Act. 
Thus, for example, where a member seeks to execute a 
customer’s order otherwise than on an exchange, 
removal of those restrictions would eliminate an unfair 
competitive advantage for third market makers and 
non-member block positioners over other non-members, 
including third market brokers.'° In addition, removal of 
those restrictions will enhance the practicability of 
brokers executing investors’ orders in the best market,'' 
improve customers’ ability to achieve the most 
economically efficient executions of their securities 
transactions’? and enhance the opportunity for 
investors’ orders to be executed without the 
participation of a dealer.'? 





7Prepared Statement of Jerome M. Pustilnik before 
the Securities and Exchange Commission in Respect of 
the Elimination of Rule 390 (August 24, 1977) at 4 
(File No. 4-180). 


8NYSE, Response to Securities Exchange Act Release 
No. 13662 (August 31, 1977), Attachment B at 2-3 (File 
No. 4-180). 


9**In-house’’ agency cross transactions appear to raise 
many of the same problems (e.g., fragmentation and 
‘‘internalization’’) that are raised by the possible 
removal of off-board principal restrictions and, 
accordingly, such transactions are addressed as part of 
the consideration of proposed Rule 19c-2. See Decem- 
ber Release, supra note 1, and June Release, supra 
note 3. 


‘See Section 11A(a)(1)(C)(ii) of the Act. 
11S$ee Section 11A(a)(1)(C)(iv) of the Act. 
12See Section 11A(a)(1)(C)(i) of the Act. 


'3See Section 11A(a)(1)(C)(v) of the Act. 


The Commission is not aware of any reasons to support 
the retention of remaining off-board agency restrictions 
(other than those on ‘‘in-house’’ agency crosses) which 
have not already been considered and rejected in the 
context of the Commission’s deliberations leading to the 
adoption of Rule 19c-1."* Further, in view of the limited 
change in trading patterns following the adoption of 
Rule 19c-1,'5 it appears that adoption of the proposed 
amendment would not significantly alter those patterns. 
However, notwithstanding its limited significance, 
adoption of the proposed amendmen: should provide 
certain persons, including third market brokers such as 
Instinet, with a fairer opportunity to compete. 


The Commission is continuing its consideration of the 
issues related to the other rule proposals'® announced in 
the June Release. Since those proposals present more 
complex problems than those posed by the amendment 
to Rule 19c-1, the Commission has determined to adopt 
the amendment to avoid unnecessary delay while its 
deliberations continue with respect to the remaining 
proposals. 


The Securities and Exchange Commission hereby 
adopts the amendment to Rule 19c-1 [17 CFR 
§240.19c-1], effective March 1, 1978, pursuant to its 
authority under the Securities Exchange Act of 1934 [15 
U.S.C. 78a et seq., as amended by Pub. L. No. 94-29 
(June 4, 1975)], and particularly Sections 2, 3, 6, 11, 
11A, 17, 19 and 23 thereof [15 U.S.C. 78b, 78c, 78f, 78k, 
78k-1, 78q, 78s and 78w]. The Commission deems, for 
the reasons expressed in this release, that the adoption 
of the amendment is necessary or appropriate in 
furtherance of the purposes of the Act, and in order to 
conform rules of exchanges to the requirements of the 
Act. The Commission finds that the amendment does not 
impose any burden on competition not necessary or 
appropriate in furtherance of the purposes of the Act. 


Accordingly, 17 CFR Part 240 is amended by revising 
§240-19c-1 to read as follows: 





'4See, SEC, ‘‘Report of the Securities and Exchange 
Commission on Rules of National Securities Exchanges 
Which Limit or Condition the Ability of Members to 
Effect Transactions Otherwise Than on Securities 
Exchanges’’ (September 2, 1975); and December 
Release, supra note 1. See also June Release, supra 
note 3. 


'SSee June Release, supra note 3. 


'6See note 4 supra. 
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§240.19c-1 Governing certain off-board 
agency transactions by members of national 
securities exchanges. 


The rules of each national securities 
exchange shall provide as follows: 


No rule, stated policy or practice of this 
exchange shall prohibit or condition, or be 
construed to prohibit or condition or 
otherwise limit, directly or indirectly, the 
ability of any member acting as agent to 
effect any transaction otherwise than on this 
exchange with another person (except when 
such member also is acting as agent for such 
other person in such transaction) in any 
equity security listed on this exchange or to 
which unlisted trading privileges on this 
exchange have been extended. 


(Sections 2, 3,6, 11, 17, 19, 23, Pub. L. 78-291, 48 Stat. 
881, 882, 885, 891, 897, 898, 901, as amended by 
Sections 2, 3, 6, 14, 16, 18, Pub. L. 94-29, 89 Stat. 97, 
104, 110, 137, 146, 155 (15 U.S.C. 78b, 78c, 78f, 78k, 78q, 
78s, 78w, as amended by Pub. L. 94-29 (June 4, 1975)): 
Sec. 7, Pub. L. 94-29, 89 Stat. 111 (15 U.S.C. 78k-1)) 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14326/December 30, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange Act 
of 1934 (‘‘Exchange Act’’) the single eight day 
suspension of exchange and over-the-counter trading for 
the period commencing at 10:00 a.m. (EST) on 
December 30, 1977 and terminating at midnight (EST) 
on January 6, 1978 of the securities of Chicago 
Milwaukee Corp. (‘‘Chicago’’) a Delaware corporation 
with principal executive offices located at 516 West 
Jackson Boulevard, Chicago, IIlinois 60606. 


The Commission suspended trading at the company’s 


request pending dissemination of a 
shareholders dated December 28, 1977. 


letter to 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 
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Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14327/December 30, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the single ten day suspension 
of exchange and over-the-counter trading for the period 
commencing at 10:00 a.m.(EST) on December 30, 1977 
and terminating at midnight (EST) on January 8, 1978 of 
the securities of Hallcraft Homes, Inc. (‘‘Hallcraft’’) an 
Arizona corporation with principal executive offices 
located at 4747 N. 22nd Street, Phoenix, Arizona 85016. 


The Commission suspended trading at the company’s 
request because of recent unusual market activity and 
pending clarification of rumors concerning the company. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or 





dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14328/December 30, 1977 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


File Nos. SR-Amex-77-3; SR-Amex-77-18 
ORDER EXTENDING COMMENT PERIOD 


On November 29, 1977, the Commission issued an order 
instituting proceedings to determine whether SR-Amex- 
77-18 (proposed amendments to the American Stock 
Exchange’s foreign company listing requirements) 
should be disapproved and granting the Exchange’s 
request for a rehearing on SR-Amex-77-3 (proposed 
amendments to the Exchange’s original listing 
requirements and provisions governing suspension and 
delisting).' 


The American Stock Exchange, Inc. (‘‘Amex’’) has 
informed the Commission that it requires additional 
time to prepare its comments on these matters and, 
therefore, requests that the comment period be 
extended until January 13, 1978.” 


We believe that an extension of the comment period may 
be useful in providing amore complete record for review 
in relation to the disposition of the subject rule change 
proposals. Further, in fairness to other commentators, 
we are extending the period for filing rebuttal responses 
to January 30, 1978. 


Accordingly, as set forth above, we hereby order that 
interested persons may file submissions addressing the 
issues set forth in the Order Instituting Disapproval 





‘Securities Exchange Act Release No. 34-14214 (Nov. 
29, 1977). 


2Concommittant with its request, the Exchange 
consents to a two week extension of the time specified 
in Section 19(b)(2) of the Exchange Act for conclusion 
of the disapproval proceedings. 


Proceedings issued on November 29, 1977 until January 
13, 1978 and that persons may file rebuttal responses to 
comments received until January 30, 1978. Persons 
desiring to make written submissions should file six (6) 
copies thereof with the Secretary of the Commission, 500 
North Capitol Street, Washington, D.C. 20549. All 
submissions should refer to the file numbers captioned 
above and should be submitted within the time period 
set forth above. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14329/December 30, 1977 


In the Matter of 


BRADFORD SECURITIES PROCESSING SERVICES, 
INC. 

80 Pine Street 

New York, New York 10005 


(File No. SR-BSPS-77-7) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY BRADFORD SECURITIES PROCESSING SERV- 
ICES, INC., TO ESTABLISH A REPORTING AND 
INQUIRY SERVICE CONCERNING MISSING, LOST, 
STOLEN OR COUNTERFEIT SECURITIES 


On December 15, 1977, Bradford Securities Processing 
Services, Inc. (‘‘BSPS’’) submitted, pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 (the 
‘‘Act’’), a proposed rule change to establish, and set 
fees for, a service for reporting and making inquiries 
concerning missing, lost, stolen or counterfeit 
securities. 


In accordance with Section 19)b) of the Act and Rule 
19b-4 thereunder, the proposed rule change was 
published in the Federal Register (42 F.R. 63839, 
December 20, 1977), and the public was invited to 
submit comments. Notice of the filing and an invitation 
for comments also appeared in Securities Exchange Act 
Release No. 14274, December 15, 1977. No letters of 
comment were received. 


The Commission has reviewed the BSPS submission and 
finds that the proposed rule change is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies, 


SEC DOCKET/1293 





and in particular the requirements of Section 17A and 
the rules and regulations thereunder. The Commission 
finds good cause to approve the proposed rule change 
prior to the thirtieth day after the date of publication of 
notice of the filing in order to enable BSPS to implement 
the proposed service by January 2, 1978, the date on 
which the inquiry provisions under 17 CFR 240.17f-1 
become effective. 


iT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-BSPS-77-7 be, and hereby is, 
approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1934 
Release No. 14330/ January 3, 1978 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’), against 
Marcus, Schloss & Co., Inc. (‘‘Marcus, Schloss’’), a 
New York City broker-dealer, Frank S. Groseclose 
(‘‘Groseclose’’), of Dallas, Texas, ‘ormerly an employee 
and vice-president of Marcus, Schloss, Ronald R. 
Michno, of Chicago, Illinois, formerly a market-maker 
on the Chicago Board Options Exchange (‘‘CBOE’’), 
and Robert A. Podesta (‘‘Podesta’’), of Chicago, 
Illinois, a CBOE floor broker. 


These proceedings are based on allegations by the 
Division of Enforcement that during the period July 9, 
1975 to August 19, 1975, Marcus, Schloss, Groseclose 
and Michno violated and aided and abetted violations of 
the anti-fraud provisions of the Exchange Act in 
connection with transactions in options listed for trading 
on the CBOE; and that Podesta violated and aided and 
abetted violations of the anti-fraud provisions of the 
Exchange Act in connection with option transactions 
executed by him on August 18 and August 19, 1975 for 
the accounts of Marcus, Schloss and Michno; and that 
during the period June 5, 1975 to at least September 30, 
1975, Marcus, Schloss violated Section 11(a)(1) of the 
Exchange Act and that during the period July 25, 1975 to 
August 19, 1975, Michno violated Rule 11a-1 
promulgated pursuant to the Exchange Act. 


The Commission’s Order for Proceedings (‘‘Order’’) 
alleges that during the period July 9, 1975 to about July 
25, 1975, Groseclose executed transactions in option 
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spread positions of Marcus, Schloss for the purpose of 
realizing losses for the tax purposes of Marcus, Schloss 
and\to re-establish the overall spread relationship, and 
that in connection with the execution of those 
transactions, Groseclose directly or indirectly com- 
municated to the person or persons in physical proximity 
to him in the option trading crowd his intention to 
purchase and sell options in non-competitive 
transactions which would result in a profit to the person 
or persons executing the trades with him. As a result of 
this activity, the Order alleges that Marcus, Schloss and 
Groseclose violated and aided and abetted violations of 
the anti-fraud provisions of the Exchange Act by, among 
other things, causing the public to receive reports of 
option transactions which did not reflect accurately the 
depth, price and liquidity of the CBOE market and which 
recorded transactions at prices and volume which were 
not available to bona-fide public orders. 


The Order further alleges that during the period July 25, 
1975 to August 13, 1975, Groseclose, for the account of 
Marcus, Schloss, executed with Michno about 100 
transactions for the purpose of realizing a tax loss for 
Marcus, Schloss and re-establishing a position in eleven 
different option classes in which Marcus, Schloss held 
option spread, positions and that these transactions were 
executed pursuant to an agreement between Groseclose 
and Michno by which Groseclose would sell to or 
purchase from Michno blocks of options and 
subsequently reverse the sale or purchase at a profit to 
Michno. As a result, the Order alleges that Marcus, 
Schloss, Groseclose and Michno violated and aided and 
abetted violations of the anti-fraud provisions of the 
Exchange Act by, among other things, causing the 
public to receive reports of transactions which gave a 
false and misleading appearance of the CBOE market, 
and which recorded transactions at prices and volume 
which were not available to bona-fide public orders, and 
which falsely reported transactions which purported to 
reflect the execution of orders in a competing 
market-place of bona-fide supply and demand between 
independent persons acting at market risk on the basis of 
competition as to, among other things, price, quantity 
and liquidity. 


The Order also alleges that Groseclose and Michno 
violated the anti-fraud provisions of the Exchange Act in 
that on at least two occasions Michno paid Groseclose 
money in an aggregate amount of at least between 
$2,000 and $3,000, and that Groseclose and Michno 
concealed from Marcus, Schloss, the principal of 
Groseclose, the payment of money and the agreement 
concerning purchase and sale of options. 


The Order further alleges that on August 18 and 19, 
1975, Michno received about $17,500 as the result of 
directed transactions executed by Podesta acting for 
both the account of Marcus, Schloss and the account of 
Michno. It is alleged that as a result of these transactions 





Marcus, Schloss, Groseclose, Michno and Podesta 
violated and aided and abetted violations of the 
anti-fraud provisions of the Exchange Act. 


The Order additionally alleges that during the period 
June 5, 1975, the date when Marcus, Schloss 
commenced business on the CBOE, and at least 
September 30, 1975, Marcus, Schloss violated Section 
1i(a)(1) of the Exchange Act in that it executed 
transactions for its own account which were not executed 
by it while acting in the capacity of a market-maker. 


As alleged in the Order, these transactions involved the 

cquisition of spread positions in numerous option 
classes and the execution of transactions to realize a tax 
loss and to reestablish the existing spread relationship. 
Further, it is alleged that Marcus, Schloss obtained and 
utilized its CBOE membership primarily to implement 
its private investment and tax objectives. The Order also 
alleges that Michno, in connection with transactions 
executed with Groseclose for the account of Marcus, 
Schloss, violated Rule 11a-1 promulgated pursuant to 
the Exchange Act in that he effected transactions which 
were not executed by him while acting as a market- 
maker. 


Finally, the Order charges that Marcus, Schloss failed 
reasonably to supervise Groseclose with a view to 
preventing violations alleged to have been committed by 
him. 


A hearing will be scheduled by further Order to take 
evidence on the charges and afford the respondents an 
opportunity to offer any defenses thereto, for the 
purposes of determining whether the allegations are 
true, and if so, whether any action of aremedial nature is 
necessary or appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14331/January 3, 1978 


Administrative Proceeding File No. 3-5350 
In the Matter of 
RONALD R. MICHNO 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


in these proceedings ordered pursuant to the Securities 
Exchange Act of 1934 (Exchange Act), Respondent 
Ronald R. Michno has submitted an Offer of Settlement 


which the Commission has determined to accept.' Solely 
for the purpose of settling these proceedings and 
without admitting or denying the allegations contained 
in the Order for Proceedings, Ronald R. Michno 
consents to the findings and sanctions set forth below.” 


On the basis of the Order for Proceedings and the Offer 
of Settlement, it is found that Ronald R. Michno wilfully 
violated and wilfully aided and abetted violations of 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder as alleged in the Order for Proceedings and 
that Ronald R. Michno wilfully violated Rule 11a-1 
promulgated pursuant to the Exchange Act as alleged in 
the Order for Proceedings. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the Offer of 
Settlement 3 


Accordingly, IT |S ORDERED, effective as of the date of 
this Order that Ronald R. Michno is barred from 
association with any broker-dealer, investment company 
or investment advisor provided that after one year he 
may apply to become reassociated in a supervised 
capacity upon a showing that he will be properly 
supervised. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14332/ January 3, 1978 


Administrative Proceeding File No. 3-5350 





'The Order for Proceedings entitled In the Matter of 
Marcus, Schloss & Co., Inc., et al. was issued 
simultaneously with the Commission’s acceptance of 
this Offer of Settlement. 


?These findings herein are not binding on any other 
respondent named in these proceedings. 


3in determining to accept the sanction specified in the 
Offer of Settlement, the Commission has considered 
the sanction imposed by the Chicago Board Options 
Exchange which included a twelve month suspension 
of Respondent Ronald R. Michno commencing on 
December 1, 1976. 
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In the Matter of 
MARCUS, SCHLOSS & CO., INC. 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings ordered pursuant to the Securities 
Exchange Act of 1934 (Exchange Act), Respondent 
Marcus, Schloss & Co., Inc. has submitted an Offer of 
Settlement which the Commission has determined to 
accept.’ Solely for the purpose of settling these 
proceedings and without admitting or denying the 
allegations contained in the Order for Proceedings, 
Marcus, Schloss & Co., Inc. consents to the findings and 
sanctions set forth below.2 


On the basis of the Order for Proceedings and the Offer 
of Settlement, it is found that Marcus, Schloss & Co., 
Inc. wilfully violated and wilfully aided and abetted 
violations of Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder as alleged in the Order for 
Proceedings, as a result of the actions of a former 
employee and vice-president, and it is further found that 
Marcus, Schloss & Co., Inc. wilfully violated Section 
11(a)(1) of the Exchange Act as alleged in the Order for 
Proceedings, and failed reasonably to supervise its 
former employee and vice-president Frank S. 
Groseclose with a view towards preventing his violations 
as alleged in the Order for Proceedings. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the Offer of Settlement. 


Accordingly, IT IS ORDERED, effective at the opening 
of business on the second Monday after the date of this 
Order that Marcus, Schloss & Co., Inc. is hereby 
censured and is hereby suspended by the Commission 
for a period of four months from effecting or executing 
any transactions on the Chicago Board Options 
Exchange provided that Marcus, Schloss & Co., Inc. 
may, solely through the facilities of another member of 
the Chicago Board Options Exchange, engage in 
liquidating transactions, including roll-over transactions 
which do not increase the size of the option position 
subject to liquidation, of positions in options acquired on 
the Chicago Board Options Exchange as of the close of 





'The Order for Proceedings entitled In the Matter of 
Marcus, Schloss & Co., Inc., et al. was issued simul- 
taneously with the Commission’s acceptance of this 
Offer of Settlement. 


?These findings herein are not binding on any other 
respondent named in these proceedings. 
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business on the Friday before the second Monday after 
the date of this Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14333/ January 3, 1978 


Administrative Proceeding File No. 3-5262 
in the Matter of 


FALLON, CROSBY & ELKIN, INC. 
Suite 888 

5401 West Kennedy Bou!evard 
Tampa, Florida 33609 


BENJAMIN EDWARD CROSBY 
Suite 888 

5401 West Kennedy Boulevard 
Tampa, Florida 33609 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings under the Securities Exchange Act 
of 1934 (‘‘Exchange Act’’), Crosby & Elkin Inc., 
formerly known as Fallon, Crosby & Elkin, Inc. 
(‘‘Crosby Co.’’) and Benjamin Edward Crosby 
(‘‘Crosby’’), director, president and principal share- 
holder of Crosby Co. have without admitting or denying 
the allegations in the Order for Proceedings, submitted 
an Offer of Settlement containing certain undertakings, 
consenting to Findings, and the imposition of remedial 
sanctions. The Commission has determined to accept 
this offer of settlement.’ 


On the basis of the Order for Proceedings and the Offer 
of Settlement, it is found that: 2 





‘In the Matter of Fallon, Crosby & Elkin, Inc. et al., 
instituted July 6, 1977. 


?These findings are not binding upon any other re: 
spondent. 


t 
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1. During the period from in or about February, 1976 to 
in or about July 6, 1977 Crosby Co. wilfully violated and 
Crosby willfully aided and abetted violations of Section 
15(b) of the Exchange Act and Rule 15b3-1 thereunder. 


2. During the period from in or about August, 1976 
through March, 1977, Crosby Co. wilfully violated and 
Crosby willfully aided and abetted violations of Section 
15(c)(3) of the Exchange Act and Rule 15c3-3 
thereunder. 


3. During the period from in or about August, 1976 
through March, 1977, Crosby Co. willfully violated and 
Crosby willfully aided and abetted violations of Section 
17(a) of the Exchange Act and Rule 17a-3 thereunder. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of 
Settlement. 


Accordingly, IT 1S ORDERED that Crosby Co. be and 
hereby is censured. 


IT 1S FURTHER ORDERED that effective at the opening 
of business on the second Monday after the date of this 
Order Crosby be suspended from association with any 
broker-dealer, investment company or investment 
adviser for a period of ten (10) business days. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14334/January 3, 1978 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange Act 
of 1934 (‘‘Exchange Act’’) the single ten day suspension 
of exchange and over-the-counter trading for the period 
commencing at 9:45 a.m. (EST) on January 3, 1978 and 
terminating at midnight (EST) on January 12, 1978 of the 
common and preferred stock of GAC Corp. (‘‘GAC’’) a 
Delaware corporation with principal executive offices 
located at 201 Alhambra Circle, Coral Gables, Florida 
33134. 


The Commission ordered the suspension of trading in 
GAC at the request of GAC’s Chapter X trustees for the 
purpose of allowing time for dissemination of a press 
release concerning the filing of a supplemental report 


‘with the Chapter X Court. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14335/January 3, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE DEPOSITORY TRUST COMPANY 


(File No. SR-DTC-77-13) 


The Depository Trust Company (‘‘DTC’’) submitted on 
December 16, 1977, aproposed rule change, pursuant to 
Rule 19b-4 under the Securities Exchange Act of 1934, to 
authorize its Board of Directors to set the date for DTC’s 
annual meeting sometime within the first three months 
of the calendar year. Currently, DTC’s annual meeting is 
held on the fourth Wednesday in March. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 9, 1978. 
Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
twenty-one days from the date of publicaticn in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-DTC-77-13. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
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inspection at the Securities and Exchange Commission’s 
Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14336/ January 4, 1978 


The Securities and Exchange Commission announced, 
pursuant to Section 12(k) of the Securities Exchange Act 
of 1934 (‘‘Exchange Act’’), the single ten day 
suspension of exchange and over-the-counter trading for 
the period commencing at 10:00 a.m. (EST) on January 
4, 1978 and terminating at midnight (EST) on January 
13, 1978, of all securities of Starr Broadcasting Group, 
Inc. (‘‘SBG’’) 


The Commission initiated the suspension of trading in 
SBG’s securities at the request of the company because 
of the lack of adequate and accurate public information 
about discussions concerning the potential sale of a 
controlling interest in SBG. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension, no 
quotation may be entered unless and until they have 
Strictly complied with all of the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he had complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D.C. If any 
broker of dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for 
prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14337/ January 4, 1978 


Administrative Proceeding File No. 3-5283 
In the Matter of 


THOMAS ROBERTS GILLY 
London, Kentucky 


FINDINGS AND ORDER 
SANCTION 


IMPOSING REMEDIAL 


In these proceedings pursuant to the Securities Ex- 
change Act of 1934 (‘‘Exchange Act’’)' Thomas Roberts 
Gilly (‘Respondent Gilly’’) has submitted an Offer of 
Settlement which the Commission has determined to 
accept.? Solely for the purpose of these proceedings and 
without admitting or denying the findings herein, 
Respondent Gilly consents to the findings and sanctions 
set forth below. 


On the basis of the Order for Proceedings and the Offer 
of Settlement, it is found that Respondent Gilly willfully 
violated Sections 5(a), 5(c) and 17 (a) of the Securities Act 
of 1933 and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder and willfully aided and abetted 
violations of Sections 15(b) and 17(a) of the Exchange 
Act and Rules 15b3-1, 15b9-2 and 17a-5 thereunder. 


In view of the foregoing, it is in the public interest to 
accept the Offer of Settlement submitted by Respondent 
Gilly and to impose the sanction specified in the Offer of 
Settlement. 


ACCORDINGLY, IT |S ORDERED that at the opening of 
business on the second Monday after the date of this 
Order: 


Respondent Gilly is barred from being associated with 
any broker or dealer. 


For the Commission, by the Office of the Secretary 
pursuant to delegated authority. 


George A.Fitzsimmons 
Secretary 








‘In the Matter of The Glendevron Corporation et. al., 
instituted September 6, 1977. 


?The findings herein are not binding on any other 
respondent named herein. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14338/ January 4, 1978 


The Securities and Exchange Commission has ordered 
the institution of public administrative proceedings 
under the Securities Exchange Act of 1934 against Royal 
W. Carson & Co., Inc., aregistered broker-dealer, Royal 
W. Carson, Jr. and Royal W. Carson III, all of Oklahoma 
City, Oklahoma. 


The proceedings are based upon allegations that 
Respondents wilfully violated the registration provisions 
of the federal securities laws and the Commission’s rules 
relating to the maintenance of required books and 
records in connection with the offer and sale of 
fractional, undivided working interests in West Virginia 
gas leases. 


A hearing will be scheduled by further order to take 
evidence on the staff’s allegations and to afford the 
Respondents an opportunity to offer any defense 
thereto, for the purpose of determining whether the 
allegations are true, and, if so, what, if any, action of a 
remedial nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14339/ January 4, 1978 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’) against Powell 
Securities, Inc. (‘‘Registrant’’), a registered broker- 
dealer located in Coral Gables, Florida, and Frank H. 
Powell, the president and principal stockholder of 
Registrant. 


The proceedings are based upon allegations of the 
Commission’s staff that Registrant willfully violated and 
Powell willfully aided and abetted Registrant in 
violations of the Commission’s rules under the 
Exchange Act relating to the standards for underwriting 
a public distribution of an affiliate’s securities and 
requiring disclosure of control by the issuer. 


Registrant is also charged with willful violations of and 
Powell is charged with willfully aiding and abetting 
Registrant in violations of the Commission’s rules under 
the Exchange Act relating to net capital, books and 
records, customer information, fidelity bond and 
confirmation requirements. Registrant and Powell are 
charged with failure to supervise. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the 
respondents an opportunity to offer any defense thereto, 


for the purpose of determining whether the allegations 
are true and, if so, whether any action of a remedial 
nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14340/ January 4, 1978 


The Securities and Exchange Commission announced, 
pursuant to Section 12(k) of the Securities Exchange Act 
of 1934 (‘‘Exchange Act’’), the single ten day 
suspension of exchange and over-the-counter trading for 
the period commencing at 3:40 p.m. (EST) on January 4, 
1978 and terminating at midnight (EST) on January 13, 
1978, of all securities of Tennessee Forging Steel 
Corporation (‘‘TFSC’’), a Virginia corporation with 
principal executive offices located at U.S. Highway 27, 
Harriman, Tennessee 37748. 


The Commission initiated the suspension of trading in 
TFSC’s securities at the request of the company because 
of the lack of adequate and accurate public information 
about the company’s operations and financial condition 
arising from TFSC’s failure to file with the Commission 
at least its annual repori on Form 10-K for the fiscal year 
ended June 30, 1977 and its quarterly report on Form 
10-Q for the quarter ended September 30, 1977. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension, no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14341/January 5, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-77-34 


The American Stock Exchange, Inc. submitted on 
December 27, 1977 a proposed rule change under Rule 
19b-4 to amend Rule 50 to require that applicants for 
membership pass a floor qualification examination 
before being permitted to execute orders on the 
Exchange floor. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 9, 1978. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-Amex-77-34. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements with 
respect to the proposed rule change which are filed with 
the Commission and all written communications relating 
to the proposed rule change between the Commission 
and any person other than those which may be withheld 
from public in accordance with the provisions of Section 
552 of Title 5, United States Code will be available for 
inspection and copying at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of any 
subsequent amendments will be also available at the 
principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14342/ January 5, 1978 


In the Matter of 
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NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-77-30) 

ORDER APPROVING PROPOSED RULE CHANGE 
On November 14, 1977, the New York Stock Exchange, 
Inc. (‘‘NYSE’’) filed with the Commission, pursuant to 


Section 19(b) of the Securities Exchange Act of 1934 (the 
‘‘Act’’), as amended by the Securities Acts 


Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change. The proposed rule 
change rescinds Rule 438 which restricts members or 
member organizations from publishing the actual prices 
of bids or offers for listed securities in any publication. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 14194, (November 
21, 1977)) and by publication in the Federal Register (42 
Fed. Reg. 61100 (December 1, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to national 
securities exchanges, and in particular, the 
requirements of Section 6 and the rules and regulations 
thereunder. 


More specifically, the proposed rule change is consistent 
with Section 6(b)(5) and 6(b)(8) of the Act. Section 
6(b)(5) of the Act prohibits an exchange’s rules from 
permitting unfair discrimination among brokers and 
dealers and Section 6(b)(8) prohibits exchange rules 
from imposing any burden on competition necessary or 
appropriate in furtherance of the Act. The proposed rule 
change will enable NYSE members to compete more 
effectively in the third market and thus enhance 
competition among brokers and dealers and removes an 
unnecessary burden on competition. 


IT iS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on November 14, 1977, be, and it 
hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








® 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14343/ January 5, 1978 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-77-27) 
ORDER APPROVING PROPOSED RULE CHANGE 


On September 28, 1977, the American Stock Exchange, 
Inc. (‘‘Amex’’) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 (the 
‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change. The proposed rule 
change amends Article iV, Section 2(0) of the Exchange 
Constitution to provide that any notice mailed to a 
member or member organization at the last address 
registered at the Exchange shall be presumed to have 
been received by such member or member organization. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 14069 (October 
10, 1977)) and by publication in the Federal Register (42 
Fed. Reg. 60032 (November 23, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to registered 
national securities exchanges, and in particular, the 
requirements of Section 6 and the rules and regulations 
thereunder. 


More specifically, the proposed rule change is consistent 
with Section 6(b)(7) of the Act, which requires 
exchanges to provide a fair procedure for the 
disciplining of members. The proposed rule change 
appears necessary to avoid claims that notices from the 
Amex were not received, and appears to constitute a fair 
procedure since Amex members are required to register 
their current addresses with the Exchange. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on September 28, 1977, be, and it 
hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14344/ January 5, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MUNICIPAL SECURITIES RULEMAKING 
BOARD 

File No. SR-MSRB-78-1 


The Municipal Securities Rulemaking Board (the 


‘*MSRB’’) submitted on January 4, 1978 a proposed rule 
change under Rule 19b-4 to amend MSRB rule G-3 with 
respect to the examination requirements for municipal 
securities representatives. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 9, 1978. 
in order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views, and arguments 
concerning and submission within 30 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-MSRB-78-1. 


Copies of the submission and of all subsequent 
amendments, and copies of all written statements with 
respect to the proposed rule change which are filed with 
the Commission and of all written communications 
relating to the proposed rule change between the 
Commission and any person other than those which may 
be withheld from the public in accordance with the 
provisions of sectien 552 of title 5, United States Code, 
will be available for inspection and copying at the 
Securities and Exchange Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal office 
of the above mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14345/ January 5, 1978 
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NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MUNICIPAL SECURITIES RULEMAKING 
BOARD 


File No. SR-MSRB-78-2 


The Municipal Securities Rulemaking Board (the 
‘*MSRB’’) submitted on January 4, 1978 a proposed rule 
change under Rule 19b-4 to amend the procedures by 
which the MSRB may take action without a meeting. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the Commission 
may summarily abrogate such rule change if it appears 
to the Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes of 
the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 9, 1978. 
Interested persons are invited to submit written data, 
views, and arguments concerning the submission within 
21 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-MSRB-78-2. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing will 
also be available at the principal office of the above 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20356/December 30, 1977 


In the Matter of 
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MICHIGAN POWER COMPANY 
Three Rivers, Michigan 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-4538) 


ORDER AUTHORIZING PROPOSED EXTENSION OF 
TIME FOR OPEN ACCOUNT ADVANCES BY 
HOLDING COMPANY 


American Electric Power Company, Inc. (‘‘AEP’’), a 
registered holding company, and its public-utility 
subsidiary company, Michigan Power Company 
(“‘MPC’’), have filed with this Commission a 
post-effective amendment to their declaration, as 
previously amended, in this proceeding pursuant to 
Section 12(b) of the Pubiic Utility Holding Company Act 
of 1935 (‘‘Act’’) and Rule 45 promulgated thereunder 
regarding the following proposed transaction. 


By orders dated October 10, 1967, May 2, 1968, May 26, 
1969, December 16, 1969, October 28, 1970, December 
21, 1971, March 23, 1972, November 29, 1972, 
December 27, 1973, December 4, 1974, December 16, 
1975, and December 23, 1976 (HCAR Nos. 15872, 16051, 
16383, 16559, 16880, 17405, 17508, 17783, 18232, 18686, 
19297, and 19820), this Commission, among other 
things, authorized AEP to make open-account advances 
to MPC up to $12,000,000 outstanding at any one time. 
Such advances are to be repaid on or before December 
31, 1977, provided that the advances are not to be repaid 
before the preferred stock of MPC is retired. 


Declarants now request authorization for an extension of 
time through December 31, 1978, to make the aforesaid 
open-account advances and to repay such advances, 
provided that the advances are not to be repaid prior to 
the retirement of the preferred stock of MPC. 


The proceeds from the open-account advances are 
required by MPC in connection with its construction 
program, which for the year 1978 is expected to amount 
to approximately $4,300,000, and to pay bank loans the 
proceeds of which were used in connection with past 
expenditures in connection with MPC’s construction 
program. Declarants state that the open-account 
advances will be repaid with a portion of the proceeds to 
be realized by MPC in connection with the divestment by 
MPC of its gas assets. 


No fees or expenses are to be incurred in connection with 
the proposed transaction. No state commission and no 
federal commission, other than this Commission has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective amendment 
to the declaration has been given in the manner 





prescribed in Rule 23 promulgated under the Act (HCAR 
No. 20281), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the 
interest of investors and consumers that said 
declaration, as amended by said post-effective 
amendment, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended by said post-effective amendment be, and it 
hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. The order herein does not 
authorize MPC to repay the open account advances from 
AEP without MPC first retiring its preferred stock. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20357/December 30, 1977 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 


(70-5957) 


ORDER REGARDING CAPITAL CONTRIBUTIONS BY 
HOLDING COMPANY TO SUBSIDIARY COMPANY 


General Public Utilities Corporation (‘‘GPU’’), a 
registered holding company, has filed with this Com- 
mission post-effective amendments to the declaration 
previously filed in this proceeding pursuant to Section 
12(b) of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) and Rule 45 promulgated thereunder 
regarding the following proposed transaction. 


By order dated February 22, 1977 (HCAR No. 19895), 
the Commission authorized GPU to make cash capital 
contributions from time to time during the period 
ending December 31, 1977, to two of its major 
operating subsidiaries, Jersey Central Power & Light 
Company (‘‘JCP&L’’) and Pennsylvania Electric 
Company (‘‘Penelec’’), in amounts up to an aggregate 


of $100,000,000, such amounts to be allocated between 
such subsidiaries so as to best match the needs of each 
such subsidiary. 


GPU now proposes to make cash capital contributions, 
from time to time during the period ending December 
31, 1978, to JCP&L of amounts up to an aggregate of 
$70,000,000. During 1978, JCP&L will require an 
aggregate of approximately $305,000,000 for its con- 
struction program, including anticipated net payments 
to Metropolitan Edison Company and Penelec relating 
to the transfer of ownership in portions of certain 
generating stations and approximately $16,000,000 for 
sinking fund and refinancing purposes. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $2,500, 
including legal fees of $2,000. No state commission 
and no federal commission, other than this Com- 
mission, has jurisdiction with respect to the proposed 
transaction. 


Due notice of the filing of said post-effective 
amendments to the declaration has been given in the 
manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 20282), and no hearing has been re- 
quested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended by said post-effec- 
tive amendments, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendments be, 
and it hereby is, permitted to become effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20358/December 30, 1977 


In the Matter of 
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METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 


(70-5982) 


ORDER AUTHORIZING ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS 


Metropolitan Edison Company (‘‘Met-Ed’’), an 
electric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, 
has filed with this Commission post-effective amend- 
ments to its application previously filed in this pro- 
ceeding pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) regarding the 
following proposed transaction. 


By order dated April 5, 1977 (HCAR No. 19974), the 
Commission authorized Met-Ed, for the period ending 
December 31, 1977, to issue or renew notes of a 
maturity of nine months or less, evidencing short-term 
bank borrowings provided that the aggregate principal 
amount of such notes to be outstanding at any one 
time shall not exceed $89,000,000, subject to certain 
reductions. 


Met-Ed now requests authorization for an extension of 
time through December 31, 1978, to issue or renew the 
aforesaid notes. It is also requested that the aggregate 
principal amount of such notes to be outstanding at 
any one time be revised so that such aggregate 
amount shall not exceed the lesser of (A) $66,000,000, 
or (B) the amount permitted by Met-Ed’s Articles of 
Incorporation provided, that said aggregate principal 
amount shall be reduced upon the consummation of 
the transfers of ownership interests in certain nuclear 
generating stations as described in the separate appli- 
cation docketed in File No. 70-5951. In no event shall 
any such reduction result in a lesser amount which 
Met-Ed would otherwise be permitted to have 
outstanding without order of the Commission. Upon 
consummation of the above-mentioned transfers, 
authority herein granted would be relinquished. 


The new notes will bear interest at the prime rate, 
which may be the floating rate of the lending bank, for 
commercial borrowing at the date of issue of such 
note, will mature not more than nine months from the 
date of issue, will be prepayable at any time without 
premium, and will not be issued as a part of a public 
offering. Although no commitments or agreements for 
such borrowings have been made, Met-Ed expects 
that, as and to the extent that its cash needs require, 
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borrowings will be effected from time to time from 
among 31 designated banks. 


It is stated that the banks generally require compen- 
sating balances ranging from a minimum of 10% of 
the line of credit to a maximum of 10% of the line plus 
10% of the loan outstanding. Assuming a 7%4% prime 
rate and a 20% compensating balance, the effective 
interest rate to be paid by Penelec would be 9.68%. 


Met-Ed proposes to use the proceeds of the short-term 
loans to provide funds for its short-term working 
capital requirements, including repayment of other 
short-term borrowings, and to provide a temporary 
source of funds for construction expenditures. Met-Ed 
states that it now has short-term notes outstanding in 
an aggregate principal amount of $42,800,000. The 
cost of Met-Ed’s 1978 construction program is approxi- 
mately $64,577,000. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $5,000. 
No state commission and no federal commission, other 
than this Commission, has jurisdiction with respect to 
the proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the application has been given in the 
manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 20291), and no hearing has been re- 
quested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended by said 
post-effective amendments, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended by said post-effective amendments be, 
and it hereby is, granted forthwith, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20359/December 30, 1977 


In the Matter of 


CEDAR COAL COMPANY 
Charleston, West Virginia 


(70-5954) 


SUPPLEMENTAL ORDER FURTHER EXTENDING 
BANK BORROWING BY SUBSIDIARY COAL 
COMPANY 


Cedar Coal Company (‘‘Cedar’’), a coal company 
subsidiary of Appalachian Power Company (‘‘Appa- 
lachian’’), an electric utility subsidiary of American 
Electric Power Company, Inc., a registered holding 
company, has filed a post-effective amendment to a 
declaration previously filed with this Commission pur- 
suant to Sections 6 and 7 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) regarding the following 
proposed transaction. 


Cedar is engaged in the mining, delivery and sale of 
coal to Appalachian. Cedar does not own coal pro- 
perties, but Cedar holds leases on approximately 
24,931 acres of land in West Virginia estimated to 
contain 76 million tons of recoverable coal. Cedar’s 
current mining capacity is stated to be 2 million tons of 
coal per year. 


It is planned to expand the mining capacity of Cedar to 
approximately 4 million tons per year by 1979 at a cost 
of approximately $50,000,000. The bulk of Cedar’s 
coal production is expected to be used by the John E. 
Amos plant (owned jointly by Appalachian and its 
affiliate, Ohio Power Company). Expansion plans for 
Cedar include the development of a 1,000 ton per hour 
coal preparation plant, coal handling facilities and rail- 
road loadout, all presently under construction (the 
‘‘White Oak preparation plant’’). The cost of the 
White Oak preparation plant is currently estimated to 
be approximately $20,000,000. 


By prior order in this proceeding, Cedar was 
authorized to borrow up to $18,000,000 to finance the 
White Oak preparation plant (HCAR No. 20017, May 
3, 1977). Pursuant to that authorization, Cedar 
entered into a Credit Agreement (‘‘agreement’’) with 
Irving Trust Company (‘‘Irving Trust’’) which per- 
mitted Cedar to borrow an aggregate principal amount 
not to exceed $18,000,000 outstanding at any one time. 
The borrowings are evidenced by a note (‘‘note’’) 


issued by Cedar to Irving Trust bearing interest at a 
rate no greater than the prime rate in effect at Irving 
Trust from time to time. Compensating balances are 
required in the amount of 10% of the amount of the 
bank line made available by Irving Trust, together 
with additional compensating balances in the amount 
of 10% of the amount of any borrowings. Borrowings 
on the note are due and payable in installments, with 
50% of the outstanding balance of the borrowings 
being originally payable on November 30, 1977, and 
the remainder being originally payable on December 
30, 1977. 


Borrowings pursuant to the agreement were made in 
contemplation of a sale-leaseback transaction involving 
the White Oak preparation plant (said transaction to 
be the subject of a further application to this Com- 
mission). It was proposed to retire the borrowings 
from Irving Trust under the agreement with the 
proceeds of the sale and leaseback transaction. Cedar 
and Appalachian have applied to the Commission for 
authorization of the sale and leaseback of the White 
Oak preparation plant, with notice of the sale and 
leaseback transaction issuing on November 18, 1977 
(HCAR No. 20262 in File No. 70-6087). 


By prior supplemental order in the instant proceeding 
(HCAR No. 20279, November 30, 1977), the install- 
ment payment dates specified in the agreement were 
extended from November 30, 1977 and December 30, 
1977 to December 30, 1977 and January 31, 1978, 
respectively. Said extension was necessary in that the 
proposed sale-leaseback was planned to be consum- 
mated by the end of 1977. It is now proposed that as 
consummation will require additional time, the 
installment payment dates, as previously extended, be 
further extended to January 31, and February 28, 
1978, respectively. 


No state or federal commission, other than this Com- 
mission, has jurisdiction over the proposed trans- 
action. No fees nor expenses are to be incurred in 
connection with the proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said declaration, as amended by said 
post-effective amendment, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, 
and it hereby is, permitted to become effective forth- 
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with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20360/December 30, 1977 


In the Matter of 


THE COLUMBIA GAS SYSTEM, Inc. 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 


Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 

COLUMBIA GAS OF OHIO, INC. 

COLUMBIA GAS OF KENTUCKY, INC. 


COLUMBIA GAS OF VIRGINIA, INC. 


COLUMBIA GAS OF WEST VIRGINIA, INC. 


COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 


COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 
Ashland, Kentucky 
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(70-6100) 


ORDER AUTHORIZING OPEN ACCOUNT AD- 
VANCES TO SUBSIDIARY COMPANIES BY PARENT 
COMPANY IN CONNECTION WITH INTRASYSTEM 
PREPAYMENT OF PROMISSORY NOTES AND RE- 
LATED TRANSACTIONS 


The Columbia Gas System, Inc. (‘‘Columbia’’), a 
registered holding company, and its wholly-owned 
subsidiary companies listed above, have filed an appli- 
cation-declaration and an amendment thereto with this 
Commission pursuant to Sections 6(a), 6(b), 9(a), 10, 
and 12(b) of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) and Rule 45 promulgated thereunder 
regarding the following proposed transactions. 


It is stated that during the winter heating season 
Columbia’s distribution subsidiary companies generate 
substantial amounts of cash in excess of current require- 
ments. During the same period, however, the transmis- 
sion subsidiary companies generate lesser amounts of 
cash and have generally larger construction expendi- 
tures, requiring Columbia to advance funds to such sub- 
sidiary companies. In recent years, the Commission has 
authorized open account advances by Columbia to sub- 
sidiary companies and certain related transactions 
which are designed to alleviate this situation. The 
present filing requests authorization to continue such 
transactions during the calendar year 1978. 


It is proposed that the subsidiary companies listed below 
will prepay from time to time prior to the end of 1978, 
with excess cash in aggregate amounts not to exceed the 
amounts set forth below, a portion of their outstanding 
installment promissory notes (‘‘Notes’’) held by 
Columbia. The following amounts represent the 
estimated aggregate maximum excess funds that such 
companies are expected to accumulate at any one time 
during the year 1978. 


Columbia Gas System Service Corporation 
Columbia Gas Transmission Corporation 
Columbia Gas of Pennsylvania, Inc. 
Columbia Gas of New York, Inc. 
Columbia Gas of Maryland, Inc. 
Columbia Gas of Kentucky, Inc. 
Columbia Gas of Virginia, Inc. 

Columbia Gas of West Virginia, Inc. 
Columbia Gas of Ohio, Inc. 

Columbia Gulf Transmission Company 
Columbia Hydrocarbon Corporation 

The Inland Gas Company, Inc. 

Columbia LNG Corporation 

Columbia Gas Development Corporation 


Total 


$6,000,000 
350,000,000 
40,000,000 
7,500,000 
4,000,000 
12,000,000 
3,000,000 
20,000,000 
90,000,000 
50,000,000 
3,548,000 
3,500,000 
86,000,000 
35,000,000 


$710,548,000 





The Notes (‘‘Indebtedness’’) p: paid by the individual 
companies will be those bearing the highest interest 
rate or rates outstanding at the time of each prepay- 
ment. Interest on such Indebtedness will cease upon 
prepayment and recommence upon reissuance. As any 
of such companies require funds for construction and 
other corporate purposes after prepayment, it is 
proposed that advances be made to them on open 
account by Columbia, provided that at no time will the 
amount of such advances to any subsidiary exceed the 
amount of Indebtedness theretofore prepaid by it, less 
any current maturities applicable to prepaid Notes 
which would have matured subsequent to the date of 
prepayment. 


The open account advances to any subsidiary company 
will bear interest commencing on the date of the 
advances, at the same rate or rates as borne by the 
equivalent principal amounts of Indebtedness 
previously prepaid by it during 1978, but in reverse 
order to that of the prepayments, i.e., beginning from 
the lowest rate payable on the Indebtedness previously 
prepaid to the highest rate. Interest on the open 
account advances will become due on June 30, 1978, 
and December 31, 1978, and/or on the date such 
advances are repaid by the issuance of Notes. It is 
further proposed that advances on open account to 
individual subsidiary companies will be increased or 
decreased from time to time in accordance with varia- 
tions in the cash flow of the individual subsidiary 
companies. The proposed advances will not be in ex- 
cess of the indebtedness prepaid theretofore. At such 
time as the advances to any subsidiary company equal 
the aggregate amount of the indebtedness prepaid by 
it, or in any event not later than December 31, 1978, 
such prepaid indebtedness will be reinstated in repay- 
ment of the outstanding open account advances. 


Financing of construction or gas storage programs of 
any operating subsidiary company pursuant to 
Commission authorization will not be consummated 
until such time as advances have been made in 
amount equal to the amount of Indebtedness prepaid. 
Any subsidiary company which during 1978 has 
borrowed on open account from Columbia an amount 
smaller than the amount of Indebtedness theretofore 
prepaid by it will, on December 31, 1978, reinstate its 
Indebtedness to Columbia in an amount sufficient to 
discharge its open account borrowings, and the 
balance of its prepaid Indebtedness will be considered 
to have been permanently prepaid. Such permanent 
prepayment would be applied against Indebtedness 
bearing the highest interest rates and would be 
consummated only with respect to indebtedness 
bearing interest at a rate equal to or in excess of the 
rate applicable to borrowings by subsidiary companies 
from Columbia as of December 31, 1978. In the event 
that a permanent prepayment by any subsidiary 


company would be indicated with respect to Notes 
bearing an interest rate less than the rate applicable to 
debt purchased by Columbia from subsidiary 
companies at December 31, 1978, such Notes will be 
reissued by the subsidiary company at or before the 
end of 1978. 


It is stated that the proposed transactions are designed 
to achieve the following: (1) flexibility to prepay at 
the earliest possible date inventory loans with 
commercial banks and other short-term borrowings, 
(2) deferment of outside financing until aggregate 
system funds approach a minimum balance, (3) 
facilitate the internal financing of emergency require- 
ments, and (4) allow subsidiaries, during any period in 
which they have excess cash, to temporarily prepay 
Notes owed Columbia, thereby decreasing their own 
net corporate interest expense. 


The Public Service Commission of West Virginia has 
authorized the prepayment and reissuance of prepaid 
Notes by Columbia Gas of West Virginia, Inc., the 
Public Service Commission of New York has 
authorized the reissuance of prepaid Notes by 
Columbia Gas of New York, Inc., the Public Service 
Commission of Kentucky has authorized the 
reissuance of prepaid Notes by Columbia Gas of 
Kentucky, Inc., and the State Corporation Commission 
of Virginia has authorized the reissuance of prepaid 
Notes by Columbia Gas of Virginia, Inc. It is stated 
that the Pennsylvania Public Utility Commission has 
jurisdiction with respect to the prepayment and 
reissuance of Notes by Columbia Gas of Pennsylvania, 
Inc. No other state or federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Since the required state commission approval has not 
yet been obtained by Columbia Gas of Pennsylvania, 
Inc., the record in this proceeding is not yet complete 
and jurisdiction will be reserved over the transactions 
proposed by such company. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20294), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, was amended, be granted and permitted 
to become effective except with respect to the transac- 
tions as to which the record is not yet complete: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
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declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith except 
with respect to-the transactions as to which the record 
is not yet complete, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the certification 
thereunder with respect to the proposed transactions 
is extended so as to allow filing on a quarterly basis. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the transactions proposed by 
Columbia Gas of Pennsylvania, Inc., as to which the 
record is not yet complete. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20361/January 4, 1978 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CNG COAL COMPANY 

CNG PRODUCING COMPANY 

CNG RESEARCH COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 
CONSOLIDATED SYSTEM LNG COMPANY 
THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 
THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 

(70-6005) 


SUPPLEMENTAL ORDER REGARDING INTRA- 
SYSTEM FINANCING 
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Consolidated Natural Gas Company (‘‘Consolidated’’), 
a registered holding company, and certain of its 
subsidiary companies listed above have filed with this 
Commission a post-effective amendment to the 
application-declaration in this proceeding pursuant to 
Sections 6(a), 6(b), 7, 9(a), 10, and 12(b) of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) and Rule 
45 promulgated thereunder regarding the following 
proposed transactions. 


By orders in this proceeding dated June 6, 1977, and 
June 20, 1977 (HCAR Nos. 20065 and 20081), the 
Commission authorized Consolidated and certain of its 
subsidiary companies to engage in various transac- 
tions in connection with the Consolidated System’s 
financing program for 1977. In the present post- 
effective amendment, additional financing described 
below is proposed for certain subsidiaries that would 
take place in 1978 prior to Commission authorization of 
the System’s financing program for that year. 


Consolidated proposes to make open account advances 
of up to $15,000,000 to Consolidated System LNG 
Company (‘‘LNG Company’’) to finance working 
capital requirements. Such advances may be made, 
repaid, and remade, as requested from time to time by 
LNG Company, through May 31, 1978. Such open 
account advances will be repaid on or before a date not 
more than one year from the date of the first advance, 
with interest at substantially the same effective rate of 
interest as the related commercial paper of short-term 
bank borrowings by Consolidated. Should Consoli- 
dated have no commercial paper sales or bank 
borrowings during this period, the interest rate would 
be the prime commercial interest rate of The Chase 
Manhattan Bank, N. A., in effect from time to time. 


Consolidated also proposed to make open account 
advances of up to $30,000,000 to CNG Producing 
Company (‘‘CNG Producing’’) to finance exploration 
and development of Gulf offshore leases. Such 
advances will be made as called for from time to time 
by CNG Producing through May 31, 1978, and will 
bear interest at the prime commercial rate of interest 
at The Chase Manhattan Bank, N.A., in effect from 
time to time. The advances, to the extent outstanding, 
will be repaid through long-term financing for which 
authorization will be requested in the System’s 1978 
Financing Program. 


It is expected that CNG Research Company (‘‘CNG 
Research’’) will require financing of $1,400,000 from 
Consolidated during the period January 1 through 
May 31, 1978. In said order of June 6, 1977, the 
Commission authorized CNG Research to sell 17,000 
shares of its common stock, $100 par value, at par, 
aggregating $1,700,000, and Consolidated to acquire 
such shares during 1977. It now appears that CNG 





Research will not require all of such financing during 
1977 but will require part of it (estimated at $700,000) 
during the early months of 1978. Therefore, it is 
proposed that this authorization be extended from 
December 31, 1977, to and including May 31, 1978. 
Further, in order to complete the necessary financing 
referred to, Consolidated and CNG Research now 
propose that CNG Research issue and sell an 
additional 7,000 shares of its common stock, $100 par 
value, and Consolidated acquire for cash such shares 
at an aggregate par value of $700,000 prior to May 31, 
1978. 


it is also expected that CNG Coal Company (‘‘CNG 
Coal’’) will require financing of $800,000 from 
Consolidated during the period January through May 
1978. In said order of June 6, 1977, the Commission 
authorized CNG Coal to sell 30,000 shares of its 
common stock, $100 par value, at par, aggregating 
$3,000,000, and Consolidated to acquire such shares 
during 1977. It now appears that CNG Coal will not 
require all of such financing during 1977 but will 
require part of it (estimated at $200,000) during the 
early months of 1978. Therefore, it is proposed that 
this authorization be extended from December 31, 
1977, to and including May 31, 1978. Further, in order 
to complete the necessary financing referred to, 
Consolidated and CNG Coal now propose that CNG 
Coal issue and sell an additional 6,000 shares of its 
common stock, $100 par value, and Consolidated 
acquire for cash such shares at an aggregate par value 
of $600,000 prior to May 31, 1978. 


it is requested that the Rule 24 certificates of 
notification regarding the proposed transactions be 
filed on a quarterly basis. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 20311), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended by said post-effective 
amendment, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 


declaration, as amended by said post-effective 
amendment, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 
promulgated under the Act, except that the time for 
filing the certification thereunder is extended so as to 
allow filing on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20362/January 4, 1978 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CONSOLIDATED GAS SUPPLY CORPORATION 
THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 
WEST OHIO GAS COMPANY 

(70-6103) 


ORDER AUTHORIZING OPEN ACCOUNT AD- 
VANCES TO SUBSIDIARY COMPANIES BY PARENT 
COMPANY IN CONNECTION WITH INTRASYSTEM 
PREPAYMENT OF PROMISSORY NOTES AND 
RELATED TRANSACTIONS. 


Consolidated Natural Gas Company (‘‘Consolidated’’), 
a registered holding company, and its subsidiary 
companies, Consolidated Gas Supply Corporation 
(‘‘Supply Corporation’’), The East Ohio Gas Company 
(‘‘East Ohio’’), The Peoples Natural Gas Company 
(‘‘Peoples’’), and West Ohio Gas Company (‘‘West 
Ohio’’), have filed an application-declaration and an 
amendment thereto with this Commission pursuant to 
Sections 6(a), 6(b), 7, 9(a), 10, and 12(b) of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) and Rule 
45 promulgated thereunder regarding the following 
preposed transactions. 
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It is stated that certain companies in the Consolidated 
System temporarily accumulate cash over and above 
current requirements, for the most part because of 
large seasonal heating business. At the same time, 
Consolidated may require funds for working capital 
and for the financial requirements of other system 
companies. Therefore, Consolidated may be making 
short-term borrowings when subsidiaries with excess 
cash are making temporary money-market investments 
outside the System. It is stated that it would be 
advantageous to alleviate this situation and to continue 
the temporary prepayment of the subsidiary’s long- 
term notes which optimized the internal utilization of 
excess cash funds accumulated within the System. 


It is proposed that the following subsidiaries make 
temporary prepayments on long-term notes held by 
Consolidated from excess cash funds, from time to 
time prior to December 31, 1978, not exceeding at any 
time the aggregate amounts set forth below: 


Supply Corporation 
East Ohio 

Peoples 

West Ohio 


$50,000,000 
75,000,000 
15,000,000 
3,500,000 


$143,500,000 


Consolidated estimates that the aggregate prepayment 
of $143,500,000 is the maximum that can be utilized 


for the temporary financing of System requirements 
during 1978. 


The long-term notes temporarily prepaid by an 
individual subsidiary will be those bearing the highest 
interest rate outstanding at the time of each prepay- 
ment. Interest on such notes will cease upon 
prepayment and start again upon reinstatement of the 
notes. As funds are thereafter required by such sub- 
sidiary for corporate purposes, including construction, 
it is proposed that advances be made on open account 
to the subsidiary by Consolidated in an aggregate 
amount not to exceed the amount of long-term notes 
previously. prepaid, less any current maturities 
applicable to notes which have matured subsequent to 
the prepayment dates. The open account advances will 
bear interest at the same rate or rates as borne by the 
equivalent principal amounts of the notes previously 
prepaid by such subsidiary during 1978, but in reverse 
order to that of the prepayments, i.e., from the lowest 
rate on the notes previously prepaid to the highest 
rate. Interest on the open account advances will 
commence on the date of the advance and will become 
due on June 30, 1978, and December 31, 1978, and/or 
on the date such advances are repaid by the reinstate- 
ment of the prepaid notes. 
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It is proposed that open account advances to a 
subsidiary be increased or decreased from time to time 
in accordance with variations in the cash flow of the 
subsidiary; however, at no time will the advances out- 
standing be in excess of the notes prepaid. At such 
time as the open account advances equal the 
aggregate amount of the prepaid notes, or in any 
event not later than December 31, 1978, the notes 
prepaid by a subsidiary will be reinstated in 
repayment of the related outstanding open account 
advances made to the subsidiary by Consolidated. 
However, if the aggregate of the notes prepaid 
exceeds such advances at the end of 1978, 
Consolidated proposes to make cash repayment of the 
difference in order to effect reinstatement of the 
proposed notes in full. No financing of any subsidiary 
which may be presently or subsequently authorized by 
this Commission in connection with the construction or 
gas storage programs of any such subsidiary will be 
consummated until such time as advances have been 
made in an amount equal to the amount of notes 
prepaid. 


It is stated that the proposed transactions will be 
beneficial to the System because they will: (1) permit 
subsidiary companies with excess cash to prepay 
temporarily long-term notes held by Consolidated, 
with a resulting reduction in their interest expense; (2) 
make available to Consolidated a temporary cash 
source for working capital and for the financing of 
other companies within the System; and (3) permit 
Consolidated, which obtains all external financing 
required by the System, to consequently defer or 
prepay short-term financing such as inventory loans 
with banks and commercial paper borrowings for 
working capital. 


The Public Service Commission of West Virginia has 
authorized the prepayment and reactivation of the 
long-term notes and the short-term borrowings 
proposed by Supply Corporation. No other state 
commission and no federal commission, other than 
this Commission, had jurisdiction over the proposed 
transactions. The applicants-declarants request that 
authority be granted to file certificates under Rule 24 
reporting transactions consummated pursuant to this 
filing on a quarterly basis. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20312), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application- 





declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that the time for 
filing the certification thereunder with respect to the 
proposed transactions is extended so as to allow filing 
on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20363/ January 4, 1978 


In the Matter of 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


MISSISSIPP! POWER & LIGHT COMPANY 
Jackson, Mississippi 


NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 


(70-6097) 


ORDER AUTHORIZING FINANCING ARRANGE- 
MENTS RELATED TO THE PROCUREMENT, 
STORAGE, AND TRANSPORTATION OF FUEL BY A 
NONUTILITY SUBSIDIARY FOR USE BY THE 
OPERATING COMPANIES AND GUARANTY OF 
OBLIGATIONS OF NONUTILITY SUBSIDIARY BY 


HOLDING COMPANY AND ASSURANCES BY 
OPERATING COMPANIES; RESERVATION OF 
JURISDICTION. 


Arkansas Power & Light Company (‘‘Arkansas’’), 
Louisiana Power & Light Company (‘‘Louisiana’’), 
Mississippi Power & Light Company (‘‘Mississippi’’), 
and New Orleans Public Service Inc. (‘‘NOPSI’’) 
(collectively referred to as ‘‘Operating Companies’’), 
all public utility subsidiary companies of Middle South 
Utilities, Inc. (‘‘Middle South’’), a registered holding 
company, Systems Fuels, Inc. (“SFI”), a jointly- 
owned nonutility subsidiary company of the Operating 
Companies, and Middle South have filed an 
application-declaration and amendments thereto with 
this Commission pursuant to Sections 6(a), 7, 9(a), 10, 
12(b), and 12(f) of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’) and Rules 45, 50(a) (3), 90, and 91 
promulgated thereunder regarding the following 
proposed transactions. 


SFI has carried out during the period since its 
organization in 1972 an extensive program for the 
procurement, storage and transportation of fuel for the 
Operating Companies, and also for Arkansas-Missouri 
Power Company (‘‘Ark-Mo’’), the other operating 
subsidiary of Middle South. (See HCAR Nos. 17400, 
19314, 19484, 19982, and 19835). 


The Commission’s Orders dated December 17, 1973 
(HCAR No. 18221), December 24, 1975, (HCAR No. 
19314), and December 30, 1976, (HCAR No. 19835), 
authorized borrowings by SFI extending through 
December 31, 1977, under a loan agreement, as 
amended, with the Operating Companies (‘‘Present 
Loan Agreement’’) to be used by SFI to finance those 
fuel procurement, storage and handling programs 
entered into by SFI in the ordinary course of its fuel 
supply business. Since SFI’s authority to borrow from 
the Operating Companies extends only through 
December 31, 1977, SFI’s ability to perform its basic 
functions will be limited thereafter without the further 
authorization of this Commission. SFI proposes in this 
filing to enter into a new loan agreement providing for 
borrowings of up to $148,000,000 from the Operating 
Companies to be used to finance, in part, transactions 
entered into by SFI in the ordinary course of its fuel 
supply business during the period January 1, 1978, 
through December 31, 1978. Potential borrowing 
requirements of SFI during the period include up to 
$90,090,000 for payment of notes and bankers’ accep- 
tances at maturity and $57,600,000 for its fuel supply 
program, including $52,600,000 for fuel procurement, 
$4,000,000 for storage facilities and $1,000,000 for 
transportation facilities. 


Certain other Commission authorizations are also 
requested in the instant filing, where required, to 
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carry out or continue programs which the first years of 
SFI’s operation have shown to be essential. 


It is stated that it is presently contemplated that net 
capital requirements of $57,600,000 will be required 
for SFI’s fuel supply program during 1978 as follows: 


1978 


Gas and Oil Exploration and 
Development 

Uranium Exploration 

Nuclear Fuel Procurement 

Coal Procurement 

Fuel Oil Procurement 

Storage, Insulation, and Improvements 

Fuel Transportation 
TOTAL 


$6,000,000 
10,000,000 
30,000,000 
13,600,000 
(7,000,000) 

4,000,000 

1,000,000 
57,600,000 


It is presently estimated that $20,000,000 wiil be 
required for SFI to continue its exploration and 
development activities in the tri-state area of 
Arkansas, Louisiana and Mississippi during 1978. 
During the same period, SFI estimates that it will 
generate approximately $14,000,000 from the sale of 
gas, thereby resulting in a net capital requirement of 
$6,000,000 during the period: 


1978 
Exploration and Development 


Less - Anticipated Sales 
Net Requirements 


$20,000,000 
14,000,000 
$6,000,000 


It is stated that due to the current market price of 
uranium and the uncertainty of supply, it has become 
necessary for SFI to embark on a uranium exploration 
program to help assure an adequate supply of uranium 
to accommodate the increased commitment to nuclear 
power of the Middle South Utilities Systems 
(‘‘System’’). The program will involve SFI, acting 
individually or together with nonaffiliates, in 
conducting geological and geophysical studies and 
explorations for, and acquiring and disposing of leases 
and other mineral rights with respect to, uranium 
reserves, and proving such reserves. It is presently 
contemplated that SFI’s capital requirements for this 
program during 1978 will be approximately 
$10,000,000. 


SFI has proposed a nuclear fuel procurement program 
relating to, among other things, the acquisition of 
nuclear materials and contracts relating thereto and 
nuclear services contracts from its affiliated companies 
in File No. 70-5889. It is stated that the authorization, 
timing and amounts of intrasystem acquisitions by 
SFI will be dependent upon developments in File No. 
70-5889. However, SFI contemplates that during 1978 
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approximately $41,000,000 will be expended for the 
acquisition of nuciear materials and services offset by 
$11,000,000 from sales of enriched UFg to the 
Operating Companies and Middle South Energy, Inc., 
a generating subsidiary of Middle South: 


1978 


Nuclear Fuel and Processing Services 
Less - Sales 
Net Requirements 


$41,000,000 
11,000,000 
$30,000,000 


It is stated that in accordance with the terms of a coal 
supply contract approved by Order of this Commission 
dated March 8, 1977 (HCAR No. 19924), and entered 
into between SFI and a supplier, SFI anticipates 
making an advance of $13,600,000 to the supplier for 
the cost of a dragline which the supplier has ordered. 
The advance will be for a period of not more than two 
years and will be evidenced by the supplier’s nonin- 
terest bearing promissory note to be delivered to SFI. 


It is further stated that in order to assure the avail- 
ability to the Operating Companies and Ark-Mo of an 
adequate supply of fuel oil it will be necessary to have 
an inventory on hand of 7,800,000 bbis., currently 
estimated to be worth approximately $84,000,000 as of 
January 1, 1978. During the ensuing twelve months, 
the inventory level will vary because of seasonal 
factors and other conditions. At December 31, 1978, 
the projected inventory level is estimated to be 
7,400,000 bbis., currently estimated to be worth 
approximately $77,000,000 at such time. The reduction 
in inventory levels would thereby generate cash of 
$7,000,000 during 1978. 


SFI states it anticipates expenditures of $4,000,000 in 
1978 to insulate certain of its storage tanks to facilitate 
storage of heavier fuel oils, to construct an additional 
storage tank and to make certain improvements to 
existing docking and unloading facilities. 


it is presently contemplated that SFI’s fuel transpor- 
tation program during 1978 will involve expenditures 
of $1,000,000 for the provision of gathering systems 
and/or pipelines to transport gas discovered pursuant 
to SFI’s exploration program to one of the System’s 
power plants. 


it is stated that SFl’s capital requirements during 1978 
may involve: 


$40,000,000 - To pay loans from Citibank, N.A. 
(‘‘Citibank’’) maturing April 17, 1978 
(HCAR No. 19982). 


$25,090,000 - To pay loans from Hibernia National 
Bank in New Orleans (‘‘Hibernia’’) 





maturing December 8, 1978 (HCAR No. 
19779). 


$25,000,000 - To pay bankers’ acceptances from Citi- 
bank due periodically through 1979 
(HCAR No. 20246). 


$57,600,000 - To cover capital expenditures for activi- 

ties herein described, including 

$40,000,000 related to uranium explora- 

tion and development and nuclear fuel 
procurement and processing services. 


$147,690,000 


SFI states it will, subject to the receipt of such 
regulatory approvals from this Commission as may be 
necessary at the time, endeavor to extend, renew or 
otherwise refinance its obligations to Citibank and 
Hibernia, but in the event that such refinancing is not 
available, it will need $90,090,000 to pay the notes and 
acceptances upon their maturity. SFI states it also 
needs the assurance that borrowing capacity is 
available immediately to meet contingencies which 
might arise in connection with leasing and other trans- 
actions previously entered into upon authorization 
from the Commission. 


SFI is requesting Commission authorization to enter 
into a new loan agreement (‘‘New Loan Agreement’’) 
with the Operating Companies as of January 1, 1978, 
under which SFI would be authorized to borrow and 
reborrow from the Operating Companies, from time to 
time through December 31, 1978, an aggregate 
amount not to exceed $148,000,000 outstanding at any 
one time, for terms of not more than 25 years. Such 
borrowings would be in addition to the $26,500,000 of 
outstanding borrowings authorized by the Commission 
by Order dated December 17, 1971, and an estimated 
$42,000,000 to be outstanding at December 31, 1977, 
under the Present Loan Agreement. 


It is stated that each of the Operating Companies will 
provide for each loan under the New Loan Agreement 
an amount in such proportion as its kilowatthour sales 
for the preceding calendar year bear to the total kilo- 
watthour sales of the Operating Companies for that 
year, computed in both cases by including sales to 
rural electric cooperatives and municipalities but ex- 
cluding sales to other public utilities. These loans will 
be evidenced by rotes of SFI. Each note will bear 
interest, adjustable monthly on the first day of each 
month, at an annual rate for such month equal to the 
annual rate of interest borne on the last day of the pre- 
ceding month by the short-term bank borrowings of 
the Operating Company to which such note shall have 
been issued. If on the last day of any month, such 
Operating Company shall have short-term bank bor- 


rowings bearing more than one rate of interest, the 
highest rate shall apply. If, on the last day of any 
month, such Operating Company shall not have any 
short-term borrowings, the prime commercial rate 
generally charged by commercial banks in New York 
City on such day to responsible and substantial 
corporate borrowers shall apply. The loans will be pre- 
payable on five business days’ written notice in any 
amount without premium or penalty. The terms of the 
New Loan Agreement are identical to those of the 
Present Loan Agreement. 


SFI states it is endeavoring and will endeavor to obtain 
funds from external sources under arrangements ad- 
vantageous to SFI and the System to meet SFI’s 
capital expenditure requirements in lieu of borrowings 
from the Operating Companies. Subject to the receipt 
of such regulatory approvals from this Commission as 
may be necessary at the time, it is anticipated that SFI 
may borrow from banks, insurance companies and 
other nonaffiliated lenders and enter into specific 
arrangements for financing. 


The rights and obligations of the parties under the 
New Loan Agreement will be subject to certain 
restrictions set forth in (1) the loan agreement with 
Hibernia (HCAR No. 19779), and (2) the acceptance 
facility line of credit agreement with Citibank (HCAR 
No. 20246). These restrictions relate principally to the 
payment or prepayment by SFI of its indebtedness to 
the Operating Companies during the terms of those 
agreements. 


In carrying out its financing program for 1978, SFI re- 
presents that it will at all times, unless the Com- 
mission shall otherwise expressly authorize, maintain 


the aggregate of its capital stock, surplus, and 
principal amount of its indebtedness to the Operating 
Companies at an amount equal to at least 35% of SFl’s 
total capitalization. 


It is stated that SFI and the Operating Companies 
have found the flexibility resulting from certain 
authorizations previously granted to SFI in the 
ordinary course of its fuel supply business to be of 
great use in the economical and efficient supply of fuel 
for the System. Accordingly, it is requested that 
authorization be extended during 1978 for the 
following: 


1. The Operating Companies, in connection with a 
transaction in the ordinary course of SFI’s fuel supply 
business as described above and not involving the 
issuance of a security, to assure any party contracting 
with SFI that the Operating Companies will, in 
accordance with their respective shares of ownership 
of the Common stock of SFI, take such action as may 
be appropriate from time to time to keep SFI in a 
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sound financial condition so that it may discharge its 
obligations under the particular contract; 


2. In situations where the assurance of the Operating 
Companies referred to in (1) above is insufficient, to 
have Middle South guarantee the performance by SFI 
of its obligations under contracts so long as guarantees 
of Middle South outstanding at any one time in respect 
of all System companies do not exceed $75,000,000 
(any such guarantee to be reported within 10 days by 
Middle South by Rule 24 Certificate), excluding 
guarantees otherwise specifically authorized by the 
Commission; and 


3. To have personnel employed by the other com- 
panies in the System perform services for SFI at cost 
where it is more economical and efficient for such 
personnel to perform such services. 


It is stated that the fees and expenses to be incurred in 
connection with the proposed transaction are 
estimated to be approximately $13,000, including legal 
fees estimated not to exceed $10,000 and the charges 
for administrative services, at cost, of Middle South 
Services, Inc., estimated at $1,000. It is stated that 
Arkansas has filed information relating to its 
participation in the proposed transactions with the 
Arkansas Public Service Commission. It is further 
stated that no state commission and no federal com- 
mission other than this Commission, has jurisdiction 
over the proposed transactions. 


With respect to those portions of the application- 
declaration covering the uranium exploration program 
and the nuclear fuel procurement and services 
program, the record in this proceeding is not yet 
complete and jurisdiction will be reserved over the 
proposed transactions relating thereto. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20303), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, 
be granted and permitted to become effective except 
with respect to the transactions relating to those 
portions of the application-declaration as to which the 
record is not yet complete. 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith except 
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with respect to the transactions relating to those 
portions of the application-declaration as to which the 
record is not yet complete, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the certification 
thereunder with respect to the proposed transactions 
is extended so as to allow filing on a quarterly basis. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the proposed transactions 
relating to the uranium exploration program and the 
nuclear fuel procurement and services program. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20364/ January 5, 1978 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


(70-6062) 


ORDER AUTHORIZING ISSUANCE OF NOTES IN 
CONNECTION WITH AMENDMENT TO PURCHASE 
AGREEMENT FOR GENERATOR AND GRANTING 
EXEMPTION FROM COMPETITIVE BIDDING 


Jersey Central Power & Light Company (‘‘Jersey 
Central’’), an electric utility subsidiary company of 
General Public Utilities Corporation, a registered 
holding company, has filed an application-declaration 
and amendments thereto with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 
50(a)(5) promulgated thereunder regarding the 
following proposed transaction. 


In 1970 Jersey Central entered into an agreement 
(‘1970 Agreement’’) with Brown Boveri Corporation 
(‘‘BBC’’) concerning the purchase of a turbine 
generator for installation and use at Jersey Central’s 
Forked River Nuclear Station. The original purchase 
price was $29,485,290, of which 5% was payable when 
the 1970 Agreement was signed and 20% was payable 





on January 31, 1974. The balance of the purchase 
price was payable in 10 equal semi-annual install- 
ments of $2,374,779 (which included interest on the 
unpaid balance at the annual rate of 64% from 
January 1, 1976, through December 31, 1976, and 
thereafter at the semi-annual rate of 334%) com- 
mencing on January 31, 1976 and ending on July 31, 
1980. As a result of financial constraints and 
regulatory delays, the inservice date of the Forked 
River Nuclear Station has been rescheduled from 1976 
to 1983. In 1971 and 1972 amendments to the 1970 
Agreement were entered into requiring BBC to stretch 
out or delay certain phases of its work involving the 
fabrication of the turbine generator. 


On May 20, 1977, Jersey Central and BBC entered 
into a further agreement (‘‘1977 Amendment’’) 
amending the 1970 Agreement. The 1977 Amendment 
provides for deferred delivery, storage and testing of 
the various components of the turbine generator, 
additional services and equipment to be furnished by 
BBC, an extension of the warranty periods applicable 
to the turbine generator, and the postponement of the 
final ten payments of the purchase price in connection 
with the turbine generator. In consideration of these 
changes, the parties agreed to increase the purchase 
price to $38,242,503, which includes $11,998,866 of 
interest, such interest being at the same rate as was 
provided for under the 1970 Agreement. Of such 
amount Jersey Central has paid to date a total of 
$26,703,800 due under the 1977 Amendment. Under 
the 1977 Amendment $1,243,700 is to be paid in cash 
at various times through 1980 and $25,460,100 is to be 
evidenced by a series of notes (‘‘Notes’’) proposed to 
be issued by Jersey Central. 


The Notes, one with a face amount of $1,913,310 and 
nine with face amounts of $2,616,310 each, will mature 
in six-month intervals commencing on January 31, 
1978, and ending on July 31, 1982. The Notes have 
the applicable interest computed into their principal 
face amounts, are unconditional promises to pay to the 
order of BBC the amounts specified, and by their 
terms preclude any right of set-off or reduction by 
reason of any claim Jersey Central may have against 
BBC arising under the amended 1970 Agreement. For 
this reason BBC has agreed to furnish to Jersey 
Central a bank guaranty from Banque Francaise du 
Commerce Exterieur (‘‘Banque Francaise’’) in the 
principal amount of not less than $5,250,000 to secure 
BBC’s performance of its obligations. Upon the 
occurrence of an event of default, as defined in the 
Notes, the holder of any Note may at its option and 
upon notice to Jersey Central declare all its Notes to 
be due and payable unless such default has thereto- 
fore been cured. 


BBC has represented to Jersey Central that it will 
endorse the Notes to its affiliate, Compagnie Electro- 
Mechanique (‘‘CEM’’), a French corporation which is 
to perform substantially all of construction of the 
turbine generator under contract to BBC. CEM has 
represented to Jersey Central as follows: CEM will 
endorse the Notes to Societe Generale, a nationalized 
French bank, which will discount the Notes to CEM 
(and credit CEM with an amount to be determined) 
and will endorse the Notes without recourse to Banque 
Francaise, an agency of the French government with 
functions generally comparable to those of the Export- 
Import Bank of the United States; Banque Francaise 
will rediscount the Notes to Societe Generale (and 
credit Societe Generale with an amount to be deter- 
mined in accordance with French export financing 
regulations) and hold the Notes until maturity, when 
they will be presented to Jersey Central for payment. 
Based upon these representations and assuming the 
transactions are carried out as described, BBC and 
Jersey Central have agreed that the Notes are not 
Securities requiring registration under the Securities 
Act of 1933. 


Jersey Central requests an exemption from the compe- 
titive bidding requirements of Rule 50 pursuant to 
Rule 50(a)(5). 


The fees ar: 
with the prop 


¢xpenses to be incurred in connection 
9’ transaction are estimated at $7,500, 
including lege 3s of $5,000. The Board of Public 
Utility Comm .3s< .ers of the State of New Jersey has 
authorized the issuance and delivery of the Notes. No 
other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20232), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20365/ January 5, 1978 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


OHIO POWER COMPANY 
Canton, Ohio 44701 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-6082) 


ORDER AUTHORIZING PROPOSED ISSUE AND 
SALE OF NOTES TO BANKS AND TO DEALER IN 
COMMERCIAL PAPER BY HOLDING COMPANY, 
CAPITAL CONTRIBUTIONS BY HOLDING COM- 
PANY SUBSIDIARIES, AND GRANTING EXCEP- 
TION FROM COMPETITIVE BIDDING. 


American Electric Power Company, Inc. (‘‘AEP’’), a 
registered holding company and Appalachian Power 
Company (‘‘Appalachian’’), Indiana & Michigan 
Electric Company (‘‘1&M’’), and Ohio Power Company 
(‘‘Ohio Power’’), its subsidiary electric utility 
companies, have filed an application-declaration and 
amendments thereto with this Commission pursuant to 
Sections 6(b) and 12 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 50 
promulgated thereunder regarding the following 
proposed transactions. 


AEP requests that it be authorized to issue and sell, 
from time to time prior to January 1, 1979, as funds 
may be required, short-term notes (including commer- 
cial paper) in an aggregate amount not to exceed 
$165,000,000 outstanding at any one time. None of 
such notes or commercial paper shali mature later 
than June 30, 1979. 


The notes to be sold to banks will be dated as of the 
date of the borrowing which it evidences, will mature 
not more than 270 days from the date of issue or 
reissue thereof, and will be prepayable at any time 
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without premium or penalty. AEP proposes to issue 

and sell such short-term notes to 11 banks with lines of 

credit in an aggregate amount of $179,000,000. The 

banks and their respective lines of credit which AEP 

has established at such banks are as follows: 

Name Amount 

Chemical Bank, New York, N.Y. 

The Chase Manhattan Bank (National 
Association), New York, N.Y. 

Manufacturers Hanover Trust Company, 
New York, N.Y. 

Morgan Guaranty Trust Company of 
New York, New York, N.Y. 

Bankers Trust Company, New York, N.Y. 

Irving Trust Company, New York, N.Y. 

The Bank of New York, New York, N.Y. 

The Cleveland Trust Company, 
Cleveland, Ohio 

First Pennsylvania Bank and Trust 
Company, Philadelphia, Pa. 

Mellon Bank, N.A., Pittsburgh, Pa. 

United Virginia Bank, Richmond, Va. 


45,000,000 
40,000,000 
25,000,000 
22,000,000 
9,000,000 
8,000,000 
4,000,000 


8,000,000 


9,000,000 
6,000,000 
3,000,000 


Total $179,000,000 


AEP will be required to either (1) maintain 
compensating balances of 10% of the bank lines made 
available and additional compensating balances of 
10% of the amount of borrowings, or (2) maintain 
compensating balances and pay an annual fee for the 
availability of the line of credit, equivalent generally, 
in combination, to compensating balances not in 
excess of 10% of the line of credit made available. 
Where only compensating balances are required, 
borrowings under such lines will bear interest at an 
annual rate not greater than the bank’s prime 
commercial rate in effect at the time of issuance. 
Where a combination of compensating balances and 
fees are required, borrowings under such lines would 
bear interest at a specified rate in excess of the bank’s 
prime commercial rate in effect at the time of 
issuance, but such specified rate would not be greater 
than the equivalent rate of borrowings bearing interest 
at the prime rate with compensating balances equal to 
10% of the amount borrowed. If the full amount were 
borrowed from the banks, the effective interest cost to 
AEP, based on a prime commercial rate of 7 3/4%, 
would be 9.69%. 


The commercial paper will be in the form of 
promissory notes in denominations of not less than 
$50,000 nor more than $50,000,000 of varying 
maturities, with no such maturity more than 270 days 
after the date of issuance and none will be prepayable 
prior to maturity. The commercial paper notes will be 





sold directly to Lehman Commercial Paper in- 
corporated (the ‘‘dealer’’) at a discount rate not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and maturity. No commercial paper notes will 
be issued having a maturity of more than 90 days if 
such commercial paper notes would have an effective 
interest cost which exceeds the effective interest cost 
at which AEP could borrow from banks. 


The dealer will reoffer the commercial paper notes to 
not more than 200 of such dealer’s customers 
identified and designated in a non-public list prepared 
by the dealer in advance, at a discount rate of 1/8 of 
1% per annum less than the discount rate to AEP. It is 
expected that such customers of the dealer will hold 
the commercial paper notes to maturity, but, if any 
such customer wishes to resell such commercial paper 
prior to maturity, the dealer, pursuant to a verbal 
repurchase agreement, will repurchase such com- 
mercial paper sold by it and reoffer it to other 
customers on the list. 


AEP also requests authority to make cash capital 
contributions from time to time prior to January 1, 
1979, to its public utility subsidiary companies in the 
following aggregate amounts: Appalachian, 
$95,000,000; !&M, $60,000,000; and Ohio Power, 
$35,000,000. 


The proceeds from the sale of the short-term notes are 
to be applied to AEP, together with other funds, to 
make additional investments in its public utility 
subsidiary companies to assist them in financing the 
costs of their respective construction programs and to 
retire their short-term debt. The construction 
programs of AEP’s public utility subsidiary companies 
for 1977 and 1978 are estimated as follows: 
$265,800,000 and $360,000,000, respectively, for 
Appalachian; $230,300,000 and $217,900,000, respec- 
tively, for 1&M and its generating subsidiary; and 
$195,200,000 and $212,600,000, respectively, for Ohio 
Power and its generating subsidiary. 


AEP requests an exception from the competitive 
bidding requirements of Rule 50 for the proposed 
issue and sale of its commercial paper pursuant to 
paragraph (a)(5) thereof on the grounds that the 
commercial paper to be issued will have maturities of 
not more than nine months, the current rates for 
commercial paper for prime borrowers such as AEP 
are published daily in financial publications, and it is 
not practical to publish invitations for commercial 
paper. 


Fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $12,000. The 
State Corporation Commission of Virginia and the 


Public Service Commission of West Virginia have 
authorized the proposed capital contribution by AEP to 
Appalachian. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20253), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permiited to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that certificates 
thereunder relating to short-term debt shall be filed on 
a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulations, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





TRUST INDENTURE ACT OF 1939 





Trust Indenture Aci of 1939 
Release No. 499/ January 4, 1978 


The Securities and Exchange Commission has issued 
an order under the Trust Indenture Act of 1939 
(‘‘Act’’) on Application of American Airlines, Inc. 
(‘‘American’’) that the trusteeship of Bankers Trust 
Company of New York under an indenture and an 
equipment trust agreement is not so likely to involve a 
material conflict of interest as to make it necessary to 
disqualify Bankers Trust Companj from acting as 
Trustee. 
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INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10076/December 30, 1977 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 


and 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(813-4211) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER. 


Massachusetts Mutual Life Insurance Company (‘‘In- 
surance Company’’), a mutual life insurance company 
organized under the laws of the Commonwealth of 
Massachusetts, and MassMutual Corporate Investors, 
inc. (‘‘Fund’’), a non-diversified, closed-end manage- 
ment investment company registered under the 
Investment Company Act of 1940 (‘‘Act’’) (hereinafter 
collectively referred to as ‘‘Applicants’’), filed an 
application pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder for an order of the Commission 
permitting the Insurance Company to be the sole 
purchaser of $6,000,000 in principal amount of a new 
issue of 9 1/2% 15-year senior notes of Aberdeen 
Manufacturing Corporation (‘‘Aberdeen’’), and per- 
mitting the Applicants to amend a purchase 
agreement executed by the Applicants with Aberdeen 
in 1973 (‘‘Purchase Agreement’’). The Purchase 
Agreement and an order of the Commission issued 
August 19, 1971 (investment Company Act Release 
No. 6690) would have prohibited, absent the requested 
order, further investments in Aberdeen by either 
Applicant unless such investments were in all. respects 
identical. 


On December 6, 1977, a notice was issued (Investment 
Company Act Release No. 10041) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 


request for a hearing has been filed, 
Commission has not ordered a hearing. 


and the 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that 
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the participation of the Fund in the proposed 
transaction is consistent with the provisions, policies, 
and purposes of the Act, and that such participation is 
on a basis not less advantageous than that of the other 
participants. 


IT iS HEREBY ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the 
proposed transaction be, and hereby is, permitted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10077/December 30, 1977 


In the Matter of 

FIRST VARIABLE LIFE INSURANCE COMPANY 
UNITED VARIABLE ANNUITY FUND A 
VARIABLE ANNUITY SALES CORPORATION 
and 


FVL GROWTH FUND, INC. 
Suite 590 

Plaza West Building 

Little Rock, Arkansas 72205 


(812-4240) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED REORGANIZATION FROM 
SECTION 17(a) OF THE ACT, PURSUANT TO 
SECTION 11 APPROVING AN OFFER OF EX- 
CHANGE, PURSUANT TO SECTION 17(f) OF THE 
ACT, AND PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTIONS FROM SECTIONS 14(a), 15(a), 15(b), 
16(a), 26(a), 27(c)(2) AND 32(a) OF THE ACT AND 
RULE 17f-2 THEREUNDER. 


First Variable Life Insurance Company (the 
“Company’’), a stock life insurance company 
organized under the laws of the State of Arkansas, 
United Variable Annuity Fund A (‘‘Fund A’’), a 
separate account of the Company registered under the 
Investment Company Act of 1940 (‘‘Act’’) as an 





open-end management investment company, Variable 
Annuity Sales Corporation, a wholly-owned subsidiary 
of the Company and principal underwriter for Fund A, 
and FVL Growth Fund, Inc. (the ‘‘Fund’’), a Maryland 
corporation registered under the Act as an open-end 
non-diversified management investment company 
(hereinafter collectively referred to as the ‘‘Ap- 
plicants’’) filed an application on December 5, 1977, in 
connection with a proposed reorganization of the 
Company’s variable annuity operations (the ‘‘reorga- 
nization’’), for an order: (1) pursuant to Section 17(b) 
of the Act to exempt the proposed reorganization 
transactions from Section 17(a) of the Act; (2) pursuant 
to Sections 11(a) and 11(c) of the Act to permit certain 
offers of exchange; (3) pursuant to Section 17(f) of the 
Act, and pursuant to Section 6(c) of the Act exempting 
Applicants from the applicable provisions of Sections 
14(a), 15(a), 15(b), 16(a), 26(a), 27(c)(2) and 32(a) of 
the Act, and Rule 17f-2 thereunder. 


On December 6, 1977, a notice was issued (Investment 
Company Act Release No. 10040) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it has been 
found, on the basis of the information stated in the 
application, that the terms of the proposed 
transactions are reasonable and fair and do not involve 
overreaching on the part of any person concerned, and 
that the proposed transactions are consistent with the 
policies of Fund A and Fund and with the general 
purposes of the Act. It is further found that the 
granting of the orders and requested exemptions is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act 
that the proposed reorganization whereby Fund A will 
transfer its assets to Fund in exchange for Fund’s 
stock and pursuant to which Fund A will become a unit 
investment trust invested solely in the shares of Fund 
be, and hereby is , exempted from the provisions of 
Section 17(a) of the Act, effective forthwith. 


IT iS FURTHER ORDERED, pursuant to Section 11 of 
the Act, that the proposed offer of exchange in 
connection with the proposed reorganization be 
approved. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from the 
provisions of Sections 14(a), 15(a), 15(b), 16(a), 26(a), 


27(c)(2) and 32(a) of the Act, to the extent requested, 
be, and hereby is, granted, effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 17(f) 
and pursuant to Section 6(c) granting exemption from 
Rule 17f-2, that duly authorized representatives of the 
Commissioner of Insurance of Arkansas may have 
access to the assets of Fund and the safekeeping 
agreement for Fund may provide for such access. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10078/ January 3, 1978 


In the Matter of 


THE PRUDENTIAL 
AMERICA 
Prudential Plaza 
Newark, New Jersey 07101 


INSURANCE COMPANY OF 


and 


PRUDENTIAL’S ANNUITY PLAN ACCOUNT-2 
The Prudential Insurance Company of America 
Financial Security Program Office 

P.O. Box 2925 

Phoeniz, Arizona 85062 


(812-3911) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 22(e), 27(c)(1) AND 27(d) OF THE ACT 
AND PURSUANT TO SECTION 11 OF THE ACT 
APPROVING AN OFFER OF EXCHANGE 


Prudential Insurance Company of America (‘‘Pruden- 
tial’’), a New Jersey mutual life insurance company, 
and Prudential’s Annuity Plan Account-2 (‘‘APA-2’’), 
a separate account of Prudential registered under the 
Investment Company Act of 1940 (‘‘Act’’) as a unit 
investment trust, (hereinafter collectively referred to 
as ‘‘Applicants’’), filed an application on February 11, 
1976, and amendments thereto on May 5, 1977, and 
November 10, 1977, pursuant to Section 6(c) of the Act 
for an order exempting Applicants from the provisions 
of Sections 22(e), 27(c)(1) and 27(d) to the extent 
necessary to permit compliance by Applicants with 
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certain provisions of the Education Code of the State 
of Texas and pursuant to Section 11 approving an offer 
of exchange. 


On November 30, 1977, the Commission issued a 
notice (Investment Company Act Release No. 10032) 
of the filing of an application. The notice gave 
interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


- The matter has been considered and it has been found 
that the granting of the orders and exemptions is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act 
that the proposed offer of exchange be approved. 


IT iS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from the 
provisions of Sections 22(e), 27(c)(1) and 27(d) of the 
Act to the extent necessary to permit compliance with 
certain provisions of the Education Code of the State 
of Texas as it would apply to variable annuity contracts 
issued subsequent to the date of this order be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10079/January 3, 1978 


In the Matter of 

INSURED MUNICIPALS-INCOME TRUST 
INVESTORS’ CORPORATE-INCOME TRUST 
VAN KAMPEN SAUERMAN, INC. 

DAIN, KALMAN & QUAIL, INCORPORATED 
c/o Van Kampen Sauerman, Inc. 

208 South LaSalle Street 

Chicago, Illinois 60604 
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(812-4226) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 11(a) OF THE ACT TO 
PERMIT AN OFFER OF EXCHANGE AND PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN EXEMPTION 
FROM THE PROVISIONS OF SECTION 22(d) OF THE 
ACT. 


NOTICE IS HEREBY GIVEN that Insured Municipals - 
Income Trust (the “Municipal Fund’) and Investors’ 
Corporate-Income Trust (the “Corporate Fund”), both 
registered under the Investment Company Act of 1940 
(“Act”) as unit investment trusts (together referred to 
as the “Funds’”), their sponsor, Van Kampen 
Sauerman, Inc. and Dain, Kalman & Quail, 
Incorporated, co-sponsor of the Corporate Fund 
(collectively referred to as the “Applicants”), filed an 
application on November 18, 1977, and amendments 
thereto on December 6 and 16, 1977, for an order of 
the Commission (1) pursuant to Section 11(a) of the 
Act permitting the Funds to offer their units at net 
asset value plus a fixed dollar sales charge pursuant 
to a conversion option (the “Plan”), and (2) for an 
order pursuant to Section 6(c) of the Act exempting 
from the provisions of Section 22(d) of the Act the 
offer and sale of shares of the Fund pursuant to the 
Plan at a fixed and reduced sales charge. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


The investment objective of each series of the 
Municipa! Fund (and those of its predecessor, The 
First National Dual Series Tax-Exempt Bond Trust) is 
to seek tax-exempt income and conservation of capital 
through an investment in tax-exempt bonds. All of 
such bonds are obligations issued by or on behalf of 
states, counties, territories or municipalities of the 
United States and authorities or political subdivisions 
thereof, the interest on which, in the opinion of 
counsel to the various issuers of such bonds, is 
exempt from all Federal income taxes under existing 
law. The investment objectives of the Corporate Fund 
are preservation of capital and a high level of interest 
income through an investment in a diversified 
portfolio of taxable Corporate Debt Obligations. A 
separate Indenture is entered into each time a series 
of either Fund is created and the bonds to comprise 
its portfolio are deposited with the Trustee. 
Applicants state that with respect to each series of 
the Municipal Fund Van Kampen Sauerman inc. 
obtains a portfolio insurance policy protecting the 
bonds therein against default in the payment of prin- 
cipal and interest from MGIC Indemnity Corp., a 
subsidiary of MGIC Investment Corp. In certain series, 
there have been or may be a bond or bonds which 
have been separately insured by the issuer thereof. 





At the present time only one series (Series 1) of the 
Corporate Fund has been created while 18 series of 
the Municipal Fund have been created. Units of 
beneficial interest in these outstanding series have 
been offered for sale to the public pursuant to 
effective registration statements filed under the 
Securities Act of 1933. It is anticipated that further 
series will be created in full compliance with the 
representations made here concerning the respective 
series now outstanding. 


Each series of the Municipal and Corporate Funds are 
presently governed by the provisions of each Fund’s 
trust indenture and agreement entered into or to be 
entered into in respect thereof by the Sponsors and a 
corporation organized and doing business under the 
laws of the United States or a state thereof, which is 
authorized under such laws to exercise corporate trust 
powers and having at all times an aggregate capital, 
surplus and undivided profits of not less than 
$5,000,000 in the case of the Municipal Fund and 
$2,500,000 in the case of the Corporate Fund. 


Applicants propose to introduce a conversion option 
to certificateholders of the various series of both the 
Municipal Fund and the Corporate Fund. Under the 
Plan, as proposed, a certificateholder wishing to 
dispose of his units in a series of either Fund for 
which a secondary market is being maintained will 
have the option to convert his units into units of the 
opposite Fund (Corporate into Municipal, Municipal 
into Corporate) of any series for which units are 
available for sale. Applicants state that the purpose of 
the Plan is to provide investors in each of the Funds a 
convenient and less costly means of transferring 
interests as their investment requirements change. 
Applicants state that the respective sponsors have 
indicated that they intend to maintain a market for the 
units of each series of the respective Funds; however, 
there is no obligation to maintain such a market. 
Consequently, the respective sponsors reserve the 
right to modify, suspend or terminate the Plan at any 
time without further notice to certificateholders. 


Assuming a secondary market exists and units of the 
opposite Fund are available, a certificateholder who 
notifies the sponsors of his desire to exercise his 
conversion option will be mailed a current prospectus 
for each series in which the certificateholder indicates 
interest. The certificateholder may then select the 
series into which he desires his investment to be 
converted. The conversion transaction will operate in 
a manner essentially identical to any secondary 
market transaction, except that the Applicants 
propose to allow a reduced sales charge for all 
transactions effected under the Plan. Traditionally, 
Fund units are repurchased by the sponsors and other 
underwriters of the Funds at the aggregate offering 


price per unit of the underlying bonds in the 
respective Fund, and are resold at that price per unit 
plus a sales charge of 4%% of such offering price. 
Applicants propose to resell units under the Plan at 
the unit offering price of the underlying bonds of the 
opposite Fund plus a fixed charge of $15.00 per unit 
(or about 1%% of such offering price at current 
market values). The certificateholder will receive 
payment for any excess funds remaining in his 
account after his investment in one Fund is converted 
into full units in the opposite Fund. 


Conversion transactions will only be effected in whole 
units. To illustrate: Under the Plan a holder of three 
Units of a Series in the Municipal Fund with an 
offering price of $1020.00 might seek conversion into 
Units of a series of the Corporate Fund with an 
offering price of $880.00 In this example, the certifi- 
cateholder’s Units will total $3060.00, which amount 
may be invested in Units of the Corporate Fund 
Series. Should three Units in a series of the Corporate 
Fund be purchased the cost would be $268.00 
($2640.00 for the units and a $45.00 sales charge). The 
remaining $375.00 would be returned to the certificate- 
holder in cash. 


Section 11(c) of the Act provides, among other things, 
that exchange offers involving registered unit invest- 
ment trusts are subject to the provisions of Section 
11(a) of the Act irrespective of the basis of exchange. 
Section 11(a) of the Act provides, in pertinent part, 
that it shall be unlawful for any registered open-end 
company or any principal underwriter for such a 
company to make, or cause to be made, an offer to 
the holder of a security of such company or any other 
open-end investment company to exchange his 
security for a security in the same or another such 
company on any basis other than the relative net asset 
values of the respective securities to be exchanged, 
unless the terms of the offer have first been submitted 
to and approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable security 
issued by such company to any person except at a 
current offering price described in the prospectus. The 
sales charge described in the prospectus of each of 
the Funds for regular secondary market purchases and 
sales is greater than the sales charge which would be 
applicable to transactions under the Plan. Rule 22d-1 
under the Act permits certain variations in sales 
charges, none of which it is alleged will be applicable 
to transactions under the Plan. 


Applicants assert that applying a sales charge of less 
than the customary 44%2% in the case of Plan 
conversions is both beneficial to investors and 
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warranted in light of the related cost savings. 
Applicants state that a large portion of the customary 
412% sales charge is attributable to brokerage efforts 
to make the initial customer solicitation, and the 
remainder is primarily attributable to the ascertain- 
ment of the customer's financial requirements and to 
counselling on the respective Applicant’s specific 
product. Applicants represent that under the Plan the 
selling effort relating to initial solicitations will be 
eliminated, and thus the Applicants argue that the 
cost savings related thereto should be passed on to 
the participating investors. 


Applicants contend, however, that some _ investor 
charge is clearly warranted at the time of conversion 
since a broker may well need to review his customer’s 
financial objectives and likely will have to counsel the 
customer on the particular investment vehicle 
involved. Applicants have concluded that the 
proposed $15.00 per unit sales charge for Plan conver- 
sions will not only pass through cost savings to 
investors but also will charge such persons a 
reasonable fee which is related to the periodic, 
professional, financial advice that it is anticipated will 
be furnished to them. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions from any 
provision of the Act or of any rule or regulation under 
the Act, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 30, 1978, at 5:30 
p.m., submit to the Commision in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon the Applicants at the address stated above. 
Proof of such service (by affidavit, or in the case of an 
attorney-at-law by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
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Persons, who request a hearing or advice as to 
whether a hearing is ordered, will receive any notices 
and crders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10080/ January 4, 1978 


In the Matter of 


REDMOND GROWTH FUND, INC. 
1750 Pennsylvania Avenue 
Washington, D.C. 20006 


(811-1982) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE INVESTMENT 
COMPANY ACT OF 1940 DECLARING THAT 
COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN that Redmond Growth 
Fund, Inc. (the ‘‘Fund’’), registered under the Invest- 
ment Company Act of 1940 (‘‘Act’’) as an open-end, 
non-diversified management investment company, 
filed an application on December 8, 1977 pursuant to 
Section 8(f) of the Act, for an order of the Commission 
declaring that the Fund has ceased to be an 
investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


The Fund was organized on October 14, 1969, under 
the laws of the State of Delaware, with an authorized 
capital stock of 3,000,000 shares of common stock 
having a par value of 25 cents per share. It registered 
under the Act on December 15, 1969, and also filed a 
registration statement under the Securities Act of 1933 
on Form S-5 covering shares of common stock on that 
same date (File No. 2-35671). This registration state- 





ment was declared effective on July 31, 1970, and the 
Fund commenced a public offering of shares of its 
common stock on that date. As of December 1, 1977, 
the Fund had no outstanding or unclaimed shareholder 
accounts and no shares of its common stock out- 
standing. 


After being informed by the Fund’s investment 
adviser (J.W. Redmond & Co.) that the size of the 
Fund and the amount of advisory fees payable to it 
under the terms of the investment advisory agreement 
did not make it economically feasible for it to continue 
to act as investment adviser to the Fund, and after 
considering various alternatives (including specific 
reorganization proposals) the Board of Directors of the 
Fund determined that it would be in the best interests 
of the Fund’s shareholders if the Fund were dissolved 
and completely liquidated. Accordingly, on March 1, 
1977, the Board of Directors approved a proposed Plan 
of Dissolution and Complete Liquidation (the ‘‘Plan’’) 
calling for the Fund to disolve, for the Fund to convert 
its securities portfolio into cash or cash equivalents, 
and after paying or providing for all of its liabilities for 
the Fund to distribute its remaining assets to the 
shareholders; and recommended that the Plan be 
submitted to the shareholders. At a Special Meeting of 
shareholders held on May 12, 1977, the Plan was 
approved by the holders of more than a majority of the 
common shares of the Fund. The investment advisory 
agreement between the Fund and J.W. Redmond & 


Co. was terminated as of the close of business on May 
12, 1977. On May 13, 1977, a Certificate of Dissolution 
was filed with the Secretary of State of the State of 
Delaware and dissolution of the Fund was thereby 
effected. Thereafter, the Fund proceeded to convert its 
entire securities portfolio into cash and cash equiva- 
lents in accordance with the terms of the Plan. 


As of May 27, 1977, the Fund’s entire portfolio of 
securities had been converted into cash and cash 
equivalents in accordance with the Plan. Except for a 
reserve which has been established to cover the final 
dissolution expenses of the Fund, all Fund assets have 
been distributed to Fund shareholders. In addition, all 
of the Fund’s liabilities have been paid or provided 
for. Furthermore, it has been ascertained that there is 
no litigation concerning the Fund currently pending. 


In conjunction with considering the Plan the Fund’s 
Board of Directors established a reserve to cover 
expenses expected to be incurred by the Fund in con- 
nection with the consideration and pursuit of various 
reorganization and/or dissolution proposals. The Plan 
provides that in the event there are any funds 
remaining in the reserve after all of the Fund’s 
expenses have been satisfied, a final distribution will 
be made pro rata out of such funds to each 
shareholder of record as of May 27, 1977. As of 


December 1, 1977, the amount remaining in such 
reserve was $9,503 net of accrued expenses. The 
Fund’s management represents that it has no reason 
to believe that the amount remaining in the reserve 
will not be sufficient to cover expected additional 
wind-up expenses, and that it is uncertain whether 
there will be any unexpended funds available for a 
final distribution. In the event no such final 
distribution is made, shareholders of record as of May 
27, 1977, will be so notified. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission on its own motion or upon 
application finds that a registered investment company 
has ceased to be an investment company, it shall so 
declare by order, which may be made upon 
appropriate conditions if necessary for the protection 
of investors, and upon the taking effect of such order 
the registration of such company shall cease to be in 
effect. 


NOTICE IS HEREBY GIVEN that any interested 
person may, not later than January 30, 1978, at 5:30 
p.m. submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon the 
Fund at the address stated above. Proof of such 
service (by affidavit, or in case of any attorney-at-law 
by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10081/January 5, 1978 


In the Matter of 


CORPUS CHRISTI CAPITAL CORPORATION 
70 Pine Street 
New York, New York 10005 


(812-4201) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM ALL PROVISIONS OF 
THE ACT 


Corpus Christi Capital Corporation (“Applicant”) filed 
an application on October 4, 1977, and amendments 
thereto on November 17, 1977 and December 1, 1977, 
for an order of the Commission pursuant to Section 
6(c) of the Investment Company Act of 1940 (‘‘Act”), 
exempting Applicant from all provisions of the Act, 
subject to certain conditions. Applicant sought relief 
in connection with its proposed sale of secured notes 
to finance the construction of an ethylene producing 
plant near Corpus Christi, Texas. 


On December 7, 1977, a notice was issued (Invest- 
ment Company Act Release No. 10045) of the filing of 
the application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information contained in the application, 
that the granting of the exemption is appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for an order exempting Corpus 
Christi Capital Corporation from all provisions of the 
Act, subject to the conditions stated in the applica- 
tion and summarized in the notice, be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10082/January 5, 1978 


Public Meeting Concerning Valuation of Portfolio 
Securities by Money Market Funds 


The Commission announces that on January 26, 1978, 
at 2:00 p.m. in Room 825 at the Commission’s offices, 
500 North Capitol Street, Washington, D.C. 20549, it 
will hold a public meeting at which interested persons 
may express their views concerning the valuation of 
portfolio securities by money market funds. 


On May 31, 1977, the Commission issued an 
interpretative release (Investment Company Act 
Release No. 9786) (“Release No. 9786”) [42 FR 28999, 
June 7, 1977], expressing, generally, the view that 
money market funds should determine the fair value 
of short-term debt securities for which market 
quotations are not readily available by reference to 
current market factors. The release indicated that use 
of the amortized cost method of valuation did not 
ordinarily take such factors properly into account, and 
therefore could be inconsistent with the provisions of 
Rule 2a-4 [17 CFR 270.2a-4] under the Investment 
Company Act of 1940 (the “Act”) [15 U.S.C. 80a-1 et 
seq.]. 


Subsequent to the issuance of Release No. 9786, nine 
applications were filed on behalf of money market 
funds seeking exemptions from appropriate provisons 
of the Act which, if granted, would permit the use of 
amortized cost valuation under specified circum- 
stances and conditions.' In addition, a number of 





'Notices of the filing of seven such applications have 
been published in the Federal Register giving 
interested persons an opportunity to request that 
hearings be held on them. Certain communications 
have been received by the Commission which raise 
questions as to whether hearings should be ordered on 
these applications. Pending resolution of these 
matters, the Commission issued an order granting the 
exemptions requested in the seven applications on a 
temporary basis subject to certain specified conditions 
(Investment Company Act Release No. 10027, 
November 28, 1977). 





persons have raised questions with regard to the inter- 
pretation set forth in Release No. 9786. Although the 
Commission continues to believe its position on this 
matter is correct, in view of the aforementioned 
developments, the Commission believes that it would 
be appropriate at this time to schedule a public 
meeting to enable interested persons to present their 
views orally on the issue of money market fund 
portfolio valuation to the Commission. The meeting 
will afford persons affected by the interpretation 
announced in Release No. 9786 an additional oppor- 
tunity to bring their views directly to the Commis- 
sion’s attention. 


Members of the public are invited to attend the 
meeting. All persons wishing to speak at the meeting 
should submit a request in writing by January 20, 
1978, to George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549, indicating the nature of their 
interest in the matter, a summary of the views they 
propose to present, and an estimate of how much 
time they would need to present their views. Written 
submissions on the subject will also be considered. 


To obtain further information, contact Kenneth S. 
Gerstein at (202) 755-0233 or Dianne E. O’Donnell at 
(202) 755-0225. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10083/January 5, 1978 


In the Matter of 


INTERNATIONAL INVESTORS INCORPORATED 
and 


1.1.1. SECURITIES CORPORATION 
122 East 42nd Street 
New York, New York 


(812-4249) 
NOTICE OF FILING OF AN APPLICATION FOR AN 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
FOR AN ORDER EXEMPTING A PROPOSED EX- 


CHANGE OF SHARES FROM THE PROVISIONS OF 
SECTION 22(d) OF THAT ACT. 


NOTICE IS HEREBY GIVEN that International 
Investors Incorporated (“International”), registered 
under the Investment Company Act of 1940 (“Act”) as 
an open-end, diversified, management investment 
company, and |.1.1. Securities Corporation, its 
principal underwriter (“Ill”), filed an application on 
December 15, 1977, for an order of the Commission 
pursuant to Section 6(c) of the Act exempting from 
the provisions of Section 22(d) of the Act proposed 
transactions (“Sales”) pursuant to which shares of 


International will be issued at net asset value without 
a sales charge in exchange for shares of certain gold 
mining companies (“Securities”) held by Mondial 
Commercial Limited, a Liechtenstein limited company 
(“Mondial”), through two of their accounts at the 
Swiss Credit Bank, the Metric Accounting Unit 
Survival Contract (“MAUSC”) subaccount and the 
Soverign Contracts (“Sovereign”) subaccount (col- 
lectively, the “Subaccounts”), in which approximately 
512 persons have beneficial interests (‘‘Account 
Holders”). All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations made therein, which 
are summarized below. 


International has been informed that Progress Foun- 
dation, a Swiss charitable institution, owns all of 
the stock of Mondial. In November, 1975, the Com- 
mission initiated enforcement proceedings in the 
United States District Court for the District of 
Columbia (the “District Court’) against various 
individuals and entities, including Progress Founda- 
tion and Mondial. The Court appointed a special 
counsel (the “Special Counsel’) on behalf of the 
Account Holders. Additionally, the Swiss Banking 
Commission issued a decree (the “Swiss Decree’) in 
June 1976, providing that all assets of the various 
Mondial subaccounts, including the Subaccounts, be 
distributed to the investors in a manner to be 
approved by the Swiss Banking Commission and 
satisfactory to the Commission. 


International has been advised by the Special Counsel 
that in furtherance of the Swiss Decree, and in 
connection with settlement of the enforcement 


proceedings initiated by the Commission, plans 
calling for the complete distribution of the assets in 
the Subaccounts were presented to the Swiss Banking 
Commission and the District Court for approval. The 
District Court approved such plans by order dated 
December 6, 1977. The Swiss Banking Commission is 
expected to consider the plans on January 19, 1978, 
and the Special Counsel has been advised that the 
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staff of the Swiss Banking Commission has 
concluded that they are within the scope of the Swiss 
Decree and that no reason appears why the plans will 
not be approved by the Swiss Banking Commission. 

The distribution plan calls for the sale of International 
shares in exchange for the Securities held by Mondial 
through the Subaccounts. It is contemplated that the 
plan will avoid any possible adverse effects to the 
Account Holders that might otherwise result from an 
open market sale of the Securities. 


Applicants state that, ordinarily, sales of Inter- 
national’s shares, are made through its underwriter, 
lll, at their net asset value plus a sales charge. Accor- 
ding to International’s prospectus, the maximum sales 
charge is 8.50%, which is applicable to purchases of 
less than $10,000, and the sales charge decreases to 
1.25% on purchases of $50,000 or more. The sales 
charge is reduced on shares purchased by an investor 
who purchases under an accumulation plan and no 
sales charge is imposed on reinvestment of income 
dividends or on the sale of International shares for 
investment to officers, directors and bona fide, 
full-time employees of International, its investment 
adviser or Ill or on reinvestment of capital gains or on 
purchases made under exchange privileges with other 
open-end investment companies. 


Applicants state that sales of International shares to 
the Subaccounts will be made on the following basis: 
Each Subaccount will deliver to International a written 
order for the purchase of International shares having 
an aggregate net asset value (as next computed 
following receipt of the order) equal to the net asset 
value of the Securities delivered with such order to 
International by that Subaccount. After receipt of 
appropriate purchase orders International propose to 
issue its shares to the Subacounts in exchange for 
Securities owned by them, which had a market value 
of approximately $7,734,040 on December 8, 1977. The 
international shares are to be issued at the net asset 
value thereof, without a sales charge. The number of 
international shares to be issued in exchange for the 
Securities of each Subaccount will be determined by 
dividing the net asset value of the Securities that each 
Subaccount delivers by the net asset value per share 
of International’s shares, both computed as of the 
time International’s net asset value per share is next 
determined after that Subaccount’s delivery of a 
purchase order to International by the Subaccounts 
will be valued in accordance with Rule 2a-4(a)(1) 
under the Act and International’s normal procedures 
for valuing its portfolio securities. The Board of 
Directors of International has determined that such 
valuation is appropriate. In making such determina- 
tion the Board considered all factors which it deemed 
relevant, including (i) the amount and quality of the 
Securities to be acquired, their markets and trading 
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volumes and their compatibility with the investment 
policies and objectives of International, (ii) the fact 
that the Sales will be consummated without expense 
to International, (iii) the benefits for the shareholders 
of International, (iv) the possible adverse effect on the 
issues now held by international if all the Securities 
held by the Subaccounts were sold simultaneously at 
whatever prices might be obtainable on that basis, (v) 
the ability of International to process its normal 
expected level of redemptions, and (vi) the possibility 
that prior to the Sales some of the Securities may be 
sold to provide for the payment of certain liabilities of 
the Subaccounts. 


International will accept only Securities for which 
market quotations are readily available as of the date 
of the Sale. International has determined that as of 
December 8, 1977, such market quotations are readily 
available for all the securities and, accordingly, 
presently intends to accept all the Securities. The 
Special Counsel has advised International that he 
does not expect that the Subaccounts will acquire 
additional securities or dispose of any of the 
Securities before the Sales, except that it may be 
necessary to sell a relatively small amount of the 
Securities in order to provide for the payment of 
certain liabilities such as Swiss taxes and 
administration expenses. In the event Securities are 
sold for such purpose, the Special Counsel has 
agreed that a list of the remaining Securities will be 
provided to International and that no Securities will be 
sold during the ten days prior to the consummation of 
the Sales. 


Applicants state that, had the purchase orders been 
delivered before the close of business on December 8, 
1977, and the Sales consummated on December 9, 
1977, 834,308.522 shares of International having a net 
asset value of $9.27 each would have been issued. 
International has no current intention of selling any of 
the Securities it receives in the above transactions 
within a relatively short period of time following their 
acquisition. 


The Special Counsel has advised International that it 
will be requested to issue its shares directly to the 
appropriate Account Holders, or to persons acting on 
their behalf, in accordance with plans approved by the 
Court and to be approved by the Swiss Banking Com- 
mission. In all cases the person to whom 
International Shares are issued will become the record 
owner of such shares. Upon the issuance of 
International shares to the Account Holders, an 
appropriate confirmation and copies of International’s 
then current prospectus and its most recent report to 
shareholders will be delivered to each Account 
Holder. Sales will be made only to persons 
authorized to act for the Subaccounts. Accordingly, 





although International anticipates that its shares will 
be issued directly to the Account Holders (or to 
persons acting on their behalf), no offer or sale will be 
made to the Account Holders in connection with the 
sales and they will exercise no investment discretion 
in connection therewith. International has been ad- 
vised that together with International’s confirmation, 
prospectus and report, each Account Holder will re- 
ceive a report from the Special Counsel concerning 
the distribution of International shares to the Account 
Holder. it should be noted that the Subaccounts and 
International represent different types of investment 
media in that the Subaccounts provide their account- 
holders with an annuity type arrangement whereas 
International is not an annuity type investment. 


International has determined, on the basis of the 
market prices of the Securities as of December 8, 
1977, that International’s acquisition of the Securities 
would not, on a pro forma basis giving effect to the 
completion of the Sales, cause (a) International to 
hold more than 10% of the outstanding shares of any 
one issuer, (b) securities of any one issuer to 
constitute more than 5% of the net assets of 
International, or (c) International to be in violation of 
any of its internal policies. Further, Applicants state 
that no sale will be made to either Subaccount unless 
(i) a plan providing for the purchase of International 
shares by such Subaccount has been approved by the 
Court and the Swiss Banking Commission, (ii) all 
Securities to /be acquired by International are 
acceptable to it on the date of the Sale, (iii) such 
Subaccount offers to International all Securities held 
by the Subaccount on the date of the sale, and (iv) 
evidence satisfactory to International is presented that 
the person effecting the Sale on behalf of such 
Subaccount has the authority to do so. 


For federal income tax purposes, the Sales will be 
treated as taxable transactions for the Subaccounts 
and their respective Account Holders, to the extent 


each is subject to such taxes. Because International 
will not acquire the Securities pursuant to a plan of 
reorganization or liquidation, it will not be entitled to 
any loss carryover which may have been available to 
the Subaccounts. The tax basis of the Securities in 
International’s hands will be their fair market value, 
computed as provided above, at the close of business 
on the date(s) the Subaccounts deliver their purchase 
orders. Because the Securities will be acquired by 
International at their fair market value, no unrealized 
appreciation or depreciation will carry over to 
International. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable security 
issued by such company except at a current offering 


price described in the prospectus. The current public 
offering price of the shares of International as 
described in its prospectus is net asset value per 
share plus a sales charge. As noted above, such 
sales charge will not be applicable to the Sales. 
Applicants state that without an exemption from 
Section 22(d) of the Act International would be 
prohibited from issuing its shares to the Subaccounts 
without a sales charge. 


Applicants state that neither Ill nor International will! 
bear any expenses in connection with the proposed 
Sales, except that International will bear the ongoing 
transfer agent expenses customarily borne by it in 
connection with any of its outstanding shares and Ill 
will bear the cost of confirmations, prospectuses and 
shareholder reports to be distributed to the Account 
Hoiders. All other expenses, including fees and 
out-of-pocket costs of counsel, which arise in connec- 
tion with the Sales will be incurred by International’s 
investment adviser, which will be reimbursed therefor 
by the Subaccounts. 


There is no connection between International and the 
Subaccounts. The management of International con- 
siders the proposed acquisition by it of the Securities 
in exchange for International shares to be at a fair 
price, arrived at by arms-length bargaining, and 
believes that the Sales would be beneficial to the 
shareholders of International for the following 
reasons: 


(a) those expenses of International which do not rise 
proportionately with an increase in portfolio size will 
be spread over a larger number of shares and therefore 
will be a smaller amount per share to the benefit of 
existing shareholders; 


(b) the proposed acquisition will enable International 
to acquire at one time additional securities for its 
existing portfolio without affecting the market in such 
securities; 


(c) the Securities will be acquired by International at 
less expense than would be the case if securities of 
the same issuers were purchased in the open market, 
for the reason that there will be no brokers’ commis- 
sions or dealer mark-ups in connection with the Sales. 
In addition, no sales effort will be involved, and no 
sales costs or other costs (except the ongoing 
transfer agent expenses customarily borne by Inter- 
national in connection with any of its outstanding 
shares) will be incurred by International, in 
connection with the Sales. Applicants argue that it 
seems only fair to recognize such costs savings and 
to pass them along to the Subaccounts; and 
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(d) Applicants represent that, even assuming that 
100% of the Account Holders should redeem their 
International shares promptly after the Sales, the 
ability of International to process both such redemp- 
tions and its normal expected level of redemptions 
will not be jeopardized since International has suffi- 
cient cash on hand to be able to handle them. 


Section 6(c) provides, in part, that the Commission, 
by order upon application, may conditionally or un- 
conditionally exempt any person, security or trans- 
action or any class or classes of persons, securities, 
or transactions from any provision or provisions of the 
Act and the Rules promulgated thereunder, if and to 
the extent such exemption is necessary or appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


Applicants state that in their opinion the terms of the 
Sales are fair and reasonable and in the best interests 
of International and its shareholders, and, therefore, 
that granting of the requested exemption is consistent 
with the general purposes of the Act, and is appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 30, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof of 
such service (by affidavit, or in the case of an attor- 
ney-at-law, by certificate) shall be filed contempo- 
raneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the 
Act, an order disposing of the application herein will 
be issued as a matter of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons, who request a hearing or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





LITIGATION 





Litigation Release No. 8238 
December 30, 1977 


SEC v. RESEARCH AUTOMATION CORPORATION, et 
al. 
72 Civil 3513 (SJR) 


William D. Moran, Administrator of the New York 
Regional Office announced that on November 30, 
1977, the Honorable Sylvester J. Ryan, Senior United 
States District Judge for the Southern District of New 
York granted the Commission’s motion for summary 
judgement and entered findings of fact and final 
judgments of permanent injunction against Konstan- 
tinos M. Tserpes (“Tserpes”) and Basil Martos 
(“Martos”) both of New York City. Tserpes and 
Martos were enjoined from violating or aiding and 
abetting in the violation of the anti-fraud provisions of 
the federal securities laws in connection with the sale 
of securities of Research Automation Corporation 
(“RAC”) or any other securities. 


The Court found that Tserpes and Martos, in 
connection with the offer, purchase and sale of the 
common stock of RAC, wilfully made material mis- 
statements and omissions relating to (1) the existence 
of a patent or “patent rights” to an inoperable 
machine “invented” by Tserpes and held by RAC; (2) 
the fact that the proceeds from the sales of RAC stock 
were to be used to repay loans to RAC made by 
various officers of RAC, including defendant Martos; 
(3) the failure to provide written financial statements 
or other financial information to investors or 
prospective investors; (4) claims relating to binding 
contracts for the sale of Tserpes’ machine; and (5) the 
claim that RAC stock would rise to $5 per share. 


The Commission’s complaint was originally filed 
August 17, 1972 against RAC, Tserpes, Martos and 
Athan Hamos (“Hamos”), who were officers and 
directors of RAC. The defendants were alleged to 
nave violated the registration and anti-fraud provisions 
of the securities laws in connection with the offer, 


‘purchase, and sale of RAC stock. A preliminary 


injunction against all defendants was obtained in 
November 1972. Defendants appealed to the Court of 
Appeals for the Second Circuit. Upon motion of the 





Commission, the action was remanded to the District 
Court for dismissal of the registration count in the 
Complaint and the entry of findings of fact. 


Litigation continued as to the anti-fraud allegations 
and after extensive pre-trial motion practice and 
efforts at discovery the District Court permanently 
enjoined RAC and Tserpes from further violations of 
the anti-fraud provisions of the securities laws. A 
second appeal followed and the Court of Appeals af- 
firmed the judgment of permanent injunction as to 
RAC and reversed as to Tserpes. 


Thereafter, the Commission concluded its actions as 
to the defendant Hamos on the basis of a stipulation 
and undertaking which provided that he would not 
violate the antifraud provisions of the securities laws 
in the future. The Commission next moved for 
summary judgment against Tserpes and Martos and 
that motion was granted on November 30, 1977. 


Prior to and during the Commission’s enforcement 
action, RAC attempted to sell its securities pursuant 
to the Regulation A exemption from the registration 
requirements of the Securities Act of 1933. Despite 
numerous letters of comment and the filing of various 
amendments, RAC’s materials never complied with 
the Regulation A exemption. Upon RAC’s failure to 
disclose that it had been permanently enjoined, the 
Commission, on January 20, 1976, temporarily 
suspended the Regulation A exemption as to RAC. 
Thereafter, following a hearing before Administrative 
Law Judge Irving Sommer, and an appeal to the 
Commission, the suspension of the Regulation A 
exemption was made permanent. 


For further information see Litigation Release Nos. 
5506 and 5627 and Securities Act Release 5661 and 
5740. 





Litigation Release No. 8239/December 30, 1977 


SEC v. R.D. PHILPOT INDUSTRIES, INC., et al., 73 
Civ. 543 (LWP) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (“Commission”), announced that on 
November 28, 1977 a Stipulated Undertaking was 
ordered against Dean Ardine Carlton, Jr. (“Carlton”), a 
Dallas, Texas Attorney, by the Honorable Lawrence 


W. Pierce of the United States District Court for the 
Southern District of New York. Defendant Carlton, in 
consenting to the entry of the order which also dis- 
missed the complaint against him, undertook, without 
admitting or denying the allegations contained in the 
Commission’s complaint, that he would not, in con- 
nection with the authorship of any opinion letters 
dealing with the federal securities laws or acting as 
counsel for an issuer or underwriter in a public 
offering of securities, violate or aid and abet 
violations of the registration and anti-fraud provisions 
of the Securities Exchange Act of 1934 (“Exchange 
Act”). Additionally, defendant Carlton undertook that, 
for a period of two years following the date the order 
is entered and, prior to writing any opinion letters 
dealing with the federal securities laws, he will 
consult with an attorney independent of him who is 
experienced in the requirements and procedures 
relating to the writing of such opinion letters and who 
practices law before the Commission. 


The Commission’s complaint, filed on February 5, 
1973, sought permanent injunctions against twenty- 
seven defendants charging each with participating in a 
fraudulent scheme to establish and maintain a public 
trading market in the unregistered securities of R.D. 
Philpot Industries, Inc. a now bankrupt Texas 
corporation, in violation of the registration and anti- 
fraud provisions of the Securities Act and the anti- 
fraud provision of the Exchange Act. 


Of the other twenty-six defendants named in the Com- 
mission’s complaint, orders of permanent injunction 
were entered against twenty-five defendants and one 
other defendant, Frank M. Pinedo, also agreed to the 
entry of a so-ordered stipulated undertaking 
dismissing the action against him, as _ follows: 
Charles H. Hargraves (May 8, 1973); Andrew Oras 
(May 8, 1973); Stewart Bitterman (August 14, 1973); 
Kenneth Bove (August 14, 1973); David Weiss (March 
11, 1974); Joseph Rega (May 10, 1974); Robert Dean 
Philpot (May 13, 1974; R.D. Philpot Industries, Inc. 
(October 17, 1974); William J. Mandelbaum (October 
24, 2974): Carlton-Cambrige & Co., Inc. (November 8, 
1974); Frank & Drake, Inc. (November 19, 1974); 
Joseph Donald Walker (January 10, 1975); Ernest L. 
Rogers (January 6, 1975); Donald Allison Williams 
(January 20, 1975); Mandelbaum Securities Corp. 
(January 16, 1975); Gerald H. Quentzel (February 4, 
1975); Fiscal esources, Inc. (February 4, 1975); 
Bernard M. Frank (March 14, 1975); Eli H. Hellman 
(April 8, 1975); Robert C. Whitehead, Jr. (July 8, 
1975); Todd & Co., Inc. (November 17, 1976); Thomas 
K. Langbein (November 17, 1976); Charles Haig 
Gamarekian (November 18, 1976); David B. McKinnon 
(June 6, 1977); Frank M. Pinedo (July 11, 1977); and 
Donald Messenger (July 27, 1977). 
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Litigation Release No. 8240/January 4, 1978 


SEC v. RANCHERS PACKING CORPORATION, et ai. 
77 Civil 2521 (E.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that on December 22, 1977 
the Commission filed a complaint in the United States 
District Court for the Eastern District of New York 
seeking to enjoin Ranchers Packing Corporation 
(“Ranchers”), a Delaware corporation with its 
principal place of business in Flushing, New York; 
Robert Boyer (“Boyer”) of Hempstead, New York; 
Peter Castellana (“Castellana”) of Westbury, New 
York; and Anthony Mattone (“Mattone”) of Bayside, 
New York, from violating and aiding and abetting 
violations of the reporting provisions of the federal 
securities laws. 


The Commission’s complaint alleged that Ranchers, 
while under the management and contro! of Boyer, 
Matione and Castellana, filed with the Commission an 
annual report on Form 10-K for the period ended 
December 31, 1975 which was false and misleading 
and contained several omissions and misstatements 
of material facts. Specifically, it was charged that the 
Form 10-K report overstated Ranchers’ inventory by as 
much as 50% and that it failed to disclose (1) the 
identity of Castellana as a principal of Ranchers’ (2) 
the serious fiscal difficulties being experienced by 
Ranchers’ principal subsidiary, Ranbar Packing 
Corporation (“Ranbar”’), also of Fiushing, New York, 
and (3) the change in Ranchers’ accounting firm. 


In addition, the complaint alleged that during the 
period from January 1, 1976 to the present, Ranchers 
failed to file with the Commission an annual report on 
Form 10-K and quarterly reports on Form 10-Q. 
Finally, the complaint charged that during the period 
from January 1, 1976 through April 1, 1977, Ranchers 
failed to file with the Commission current reports on 
Form 8-K disclosing (1) Castellana’s managerial and 
proprietary position in Ranchers, (2) Ranbar’s serious 
fiscal difficulties, and (3) the change in Ranchers’ 
accounting firm. 


Simultaneously with the filing of the complaint, 
Ranchers, Castellana and Mattone consented to the 
entry of final judgments of permanent injunction 
enjoining them from further violations of the reporting 
provisions of the federal securities laws. The 
defendants consented to the entry of the injunctions 
without admitting or denying the allegations 
contained in the Commission’s complaint. 
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Litigation Release No. 8241/January 4, 1977 


SEC v. INTERNATIONAL INVENTORS INCORPOR- 
ATED EAST, et al. 
(E.D. Va., Civil Action No. 78-3) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that on January 3, 1978, 
the Commission filed a complaint in the Eastern 
District of Virginia, Alexandria Division, naming Inter- 
national Inventors Incorporated East, (IIE) d.b.a. Inter- 
national Inventors Incorporated, of Alexandria, 
Virginia, and James H. Haren of Falls Church, 
Virginia. The compiaint seeks a permanent injunction 
from violations of the securities registration and anit- 
fraud provisions of the federal securities laws. 


The complaint alleges that the defendants violated the 
securities registration and anti-fraud provisions of the 
federal securities laws in connection with the offer 
and sale of securities in the form of investment 
contracts which were called “evaluation agreements” 
and “registration and representation agreements.” The 
complaint alleges that numerous false statements and 
material omissions were made to _ investors 
concerning, among other things, the value of IIIE’s 
services, the profit potential of inventors’ ideas, and 
the experience and abilities of the defendsnts in 
marketing inventions. The complaint alleges that the 
defendants failed to disciose that IIIE has not sold or 
entered into any licensing agreements for any 
inventors’ ideas or inventions. The complaint further 
alleges that the defendants have maintained offices in 
over 30 cities in the United States and Canada. IIIE 
has sold “evaluation agreements” to more than 6,000 
persons for in excess of $1.5 million. Of these more 
than 6,000 persons, more than 3,400 persons have 
purchased “registration and representation agree- 
ments” for more than $2.6 million. 


Contemporaneously, defendants IliIE and James H. 
Haren consented to the entry of an order of permanent 
injunction without admitting or denying the 
allegations in the Cornmission’s complaint. Said order 
was entered by Judge Albert V. Bryan, Jr. 





Litigation Release No. 8242/January 5, 1977 


SEC v. HENRY A. HOFMANN 
(U.S.D.C., E.D. Pa., Civil 77-4337) 


Paul F. Leonard, Administrator of the Washington 
Regional Office and Thomas H. Monahan, Assistant 





Regional Administrator of the Philadelphia Branch 
Office of the Securities and Exchange Commission 
announced that on December 21, 1977 the 
Commission filed a complaint in the United States 
District Court for the Eastern District of Pennsylvania, 
seeking a permanent injunction against Henry A. 
Hofmann. 


The Commission’s complaint alleges that between 


March 1974 and January 1976, the defendant, while 
President, Chairman of the Board, and majority share- 
holder of Hofmann Industries, inc. (“Industries”), 


engaged in a series of material, undisclosed, and 
unauthorized transactions on behalf of Industries and 
its subsidiaries, including the guarantee of third party 


contracts, which created contingent liabilities of 
Industries in excess of $1 million doilars. These 
transactions were never reported by industries in their 
filings with the Commission or proxy solicitation 
materials. 


On December 21, 1977, the Honorable Edward Cahn of 
the U.S. District Court of the Eastern District of 
Pennsylvania entered a judgment of permanent 
injunction enjoining Hofmann from violating and 
aiding and abetting the violation of the reporting and 
proxy solicitation provisions of the securities laws. 
Hofmann consented to the entry of the Courts’ final 
judgment and order without admitting or denying the 
substantive allegations of the Commission’s com- 
plaint. 
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